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SUMMARY "ABSTRACT** OF THE WORK 
T he study s tan d s  in  two volum es;
Volume 1 , being  the  th e s i s ,  c o n s is ts  of e ight c h a p te rs .  In th e  f i r s t  
c h a p te r  we d is c u s se d  the  aim s and  o rig in  of the  r e s e a r c h .  We tr a c e d  
th e  m otivation in u ndertak ing  i t ,  to  an  e a r ly  w o rk , w hich we p rev io u s ly  
conducted  fo r a  r e la te d  study ; to g e th e r  w ith  the  w ork  done by s im ila r  
s tu d ie s  o r  s u rv e y s . In the m eantim e we re v e a le d  th e  im pact of such  a 
custom  union and a  f r e e  tra d e  a r e a  on th e  econom ic p e rfo rm an ce  of the 
m em ber c o u n tr ie s  and th e ir  in d u s t r ie s .
In C h ap te r Tw o, we in d ica ted  the method we p ro p o sed  fo r the s tu d y . 
H o w ev er, in  so do ing , we rev iew ed  th e  m ethods of s im ila r  s tu d ie s  and 
the  lim ita tio n s  a tta ch e d  to  them .
C h ap te r T h ree  w as devoted to  a  re v ie w  of the  l i te r a tu r e  r e la te d  to  the 
s tu d y .
In C h ap ter F o u r , we d isc u sse d  the p re lim in a ry  su rv e y ; the  
q u e s tio n n a ire . A s it  w as the f i r s t  s tag e  in  the  in v e s tig a tio n , th e  
q u estio n s  a n sw e re d , the  re s p o n s e s  and a n a ly s is  of the r e p l ie s  w e re  
in d ic a ted .
T h is  w as follow ed by the  main su rv e y , fo r  w hich we chose  a s  c a se  
s tu d ie s , a  re p re s e n ta t iv e  sam ple of firm s ; B r it is h  b a sed  m anufacturing  
in d u s tr ie s .  In C h ap te rs  F iv e  and S ix  we in d ica ted ; the  b a se  on w hich 
th o se  firm s w e re  s e le c te d , the way the  c o lle c te d  da ta  w as p re s e n te d , 
the  a p p ro ach es  to  the  a n a ly s is ;  then we p ro ceed ed  w ith the  a n a ly s is .
We conducted  a supporting  stu d y , w hich d ea lt w ith the o v e rs e a s  t r a d e ,  
in  a  s e le c te d  m anufactured  com m odities in  sp ec ific  in d u s tr ia l  g roups 
’’s e c tio n ” . The p u rp o se  w as to  r e la te  the tra d e  tre n d  in  each  in d u s try  
to  th o se  p e rfo rm ed  by the  s tu d ied  f irm s , and to  r e la te  both to the  UK 
o v e ra ll  o v e rs e a s  tra d e  p e rfo rm an ce . T h is  i s  the  su b jec t of C h ap ter 
S e v e n .
The r e s u l t s  w e re  obtained  and the study w as concluded in  C h ap te r 
E ig h t,
Volume 2 in c lu d es  tw en ty -one  c a se  s tu d ie s ; a s  in d ica ted  above; 
th a t w e re  the su b jec t of the main su rv e y .
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M y g ra t i tu d e ;  w il l  a lw a y s  r e m a in ;  to  P r o f e s s o r  R . E . T h o m a s , 
fo r  h is  s u p e r v is io n ,  g u id a n c e , and h e lp .
I a m  g r a te f u l  to  a l l  th o s e  e x e c u tiv e s  w ho p a r t ic ip a te d  e i th e r  in  
th e  p r e l im in a r y  o r  th e  m a in  s u rv e y . T h e i r  c o - o p e r a t io n  w as  
e s s e n t i a l ,  o th e rw is e  th e  s tu d y  w ould  n o t h a v e  b e e n  p o s s ib le .
M y th a n k s  a r e  due  to  th e  B r i t i s h  L ib r a r y  of P o l i t i c a l  and  
E c o n o m ic  S c ie n c e , L o n d o n  S ch o o l of E c o n o m ic s , U n iv e r s i ty  
of L o n d o n , f o r  a llo w in g  m e  an  a c c e s s  to  th e  l i b r a r y  o v e r  th e  
y e a r s .  I a ls o  a ck n o w le d g e  th e  h e lp  o f f e re d  to  m e  by  th e  
fo llo w in g  l i b r a r i e s ;  T h e B o a rd  of T r a d e  and In d u s try , T h e  
C o n fe d e ra t io n  of B r i t i s h  In d u s try  " C B l" , and  T h e  C e n t r a l  
L i b r a r y  o f th e  E E C  C o m m is s io n , B r u s s e l s ,  to g e th e r  w ith  
t h e i r  o ff ic e  in  L on d o n .
M y th a n k s ,  a ls o ,  go to  th o s e  in  th e  c o m p u te r  u n it in  th e  
U n iv e r s i ty  of B a th , fo r  th e  g u id a n ce  I r e c e iv e d  a s  I u s e d  t h e i r  
f a c i l i t i e s ;  and  in  p a r t i c u l a r  to  M r. G ill  and  M r. B ax to n .
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T h is  Study w as an  attem pt a t  sh a r in g  the  d eb a te , a s s e s s in g  th e  im pact 
and evalu a tin g  the r e s u l ts  of B rita in  ’ s m em bership  to the  E u ro p ean  
Econom ic Community; E E C . We w e re  c o n ce rn ed , in  p a r t ic u la r ,  w ith 
the in d u s tr ia l  m anufacturing  s e c to r .  T h is  i s  b ecau se  in d u s try  fo r  the  
UK; a s  i t  i s  indeed  in  any of the in d u s tr ia l is e d  c o u n tr ie s ; is  the 
backbone of the  c o u n try ’s w e lfa re  and  p ro s p e r i ty ,  the  might she fa lls  
back  to  in  peace  and w a r , and h e r  p a s s p o r t  to  th e  club  of na tions th a t 
lead  the  W estern  W orld.
In 1957, s ix  E u ro p ean  c o u n tr ie s : B elg ium , F ra n c e , F e d e ra l  R epublic  
of G erm any, I ta ly , Luxem bourg and  the  N e th e rlan d s ; signed  the T re a ty  
of Rom e. T hey a g re e d  to jo in  a  custom  union and to form  one sing le  
tra d in g , farm ing and in d u s tr ia l  sy stem .
T h e ir  population on the  eve of B r i ta in ’ s e n try  ; D ecem ber 1972; w as 
1 91 m illion . With the  new m em bers; th e  UK, Denm ark and Ire la n d ; the 
population  of the nine w as then  255 m illion . T h is  population i s ,  on one 
hand, a p roduction  re s o u rc e  a s  i t  is  com posed of the most te ch n ica lly  
tra in e d  g ro u p s of people in  the w o rld , who a r e  capab le  of p roducing  
w ealth ; tak ing  in to  accoun t the  r e s o u r c e s  a t th e ir  d isp o sa l. On the  
o th e r hand , they  a r e  w illing  and  ab le  consum ers in  using  th a t w e a lth .
M o reo v er, s in ce  the  s ix  form ed the  Community and un til 1 970, th e re  h as  
been a grow th in  the  m ost im portan t f a c to rs  co n trib u tin g  to th e ir  w e lfa re , 
nam ely the grow th of em ploym ent, in d u s tr ia l  p ro d u c tiv ity , p ro d u c tiv ity  
of s e rv ic e s  and a g r ic u ltu re  ou tpu t. The to ta l p e rcen tag e  of th e se  
in c re a s e s  fo r  each  m em ber co u n try  ex ceed ed , s ig n ifican tly , th a t of the  UK.
I X
T hose  fe a tu re s  of the  fav o u rab le  econom ic p erfo rm ance  of the  o rig in a l 
s ix , w e re  tak ing  p la c e , w hile B rita in  w illing ly  w as le ft out of the  
Community, a s  she p a rtic ip a te d  in  a E u ro p ean  F r e e  T rad e  A rea  ‘(E F T A ), 
In Ja n u a ry  1 973, B r ita in  jo in ed  the  Community a f te r  s e v e ra l  ap p lica tio n s  
and unaccep tab le  te rm s  of e n try . S in ce  the  time of the  f i r s t  ap p lica tio n ; 
1961 -1 963; a  public  d eb a te , both p o litic a l and econom ical, h as  taken  
p la c e . T h is  fo cu sed  on the  q u estio n  of the lik e ly  ad van tages a n d /o r  
d isad v an tag es  of m em bersh ip .
The p o litic a l dim ension of the argum ent put fo rw a rd  by the  a n ti­
m a rk e te e rs  c e n te re d  on the q u estio n  of so v ere ig n ty  and  the p o ssib le  
in fluence  of the E E C  in s titu tio n s  on na tiona l d ec is io n  m aking. The p ro ­
m a rk e te e rs  v iew ed the  ta sk  in  a  E u ro p ean  and  an in te rn a tio n a l co n cep t. 
The la t te r  put the c a se  of a  un ited  E u ro p e  and  the  dependent so lu tio n s .
The econom ic argum ent w as d iv ided  betw een th o se  who c laim ed th a t the 
B r it is h  economy can  only su rv iv e  w ith in  the l a r g e r  m arket p ro v id ed  
by E u ro p e  and th o se  who b e liev ed  th a t B r ita in  would be flooded by the 
m ore e ffic ien t E u ro p ean  in d u s tr ie s .
The argum ent w as se tt le d  by a re fe ren d u m  in  May 1975, w hich cam e out 
in  fav o u r of the  m em bership  by 2 : 1 ,
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(ii) The Econom ic C ase  of M em bership
A num ber of a rgum en ts  have been  ad vanced  to support the econom ic
ad v an tag es  of having an a c c e s s  to  th e  l a r g e r  m arket:
I T a rif f  e lim ination  would s e c u re  the b en efits  of in c re a s e d  
sp e c ia lis a tio n  and b e t te r  d iv is io n  of la b o u r .
II The c re a tio n  of an  in te g ra te d , la rg e  m arke t p ro v id es  
s h a rp e r  com petition , g r e a te r  o p p o rtu n itie s  to  exp lo it 
econom ies of s c a le . T h is  would in c re a s e  p ro d u c tiv ity  and  
enhance a  f a s te r  grow th  of r e a l  incom e.
III G re a te r  r i s e  in  liv in g  s ta n d a rd s  s in ce  1 958 in  the EEC 
c o u n tr ie s .
IV The e ffec t of g r e a te r  m ark e t s iz e  in  red u c in g  w aste  by a id ing  
the  expansion  of the com petent a t the  expense  of the  
incom peten t.
V The gains from  tra d e  c re a tio n  and  in c re a s e d  in v estm en t.
O pposite  a rgum en ts  w ere  put fo rw a rd  a s  fo llow s:
A T h e re  is  overw helm ing ev idence  th a t the fa s t  in c re a s e  in
output and liv ing  s ta n d a rd s  w ith in  th e  six  h as  nothing to 
do w ith the e x is ten ce  of the E E C , and th a t fo r  B rita in
XI
m em bersh ip  of the  EE C  w ill involve a  s ig n ifican t ne t lo s s
( * )
in  econom ic te rm s .
B K aldo r c la s s if ie d  the  m agnitude of th e  c o s ts  of e n try  th a t
could overshadow  the  p o s s ib il i t ie s  of a d v an ta g e s , in to  the
(**)fo llow ing '
1 . The ne t UK co n trib u tio n  to  the  EE C  budget would 
r e a c h  the upper end of th e  governm ent e s tim a te , 
w hich is  h igh .
2 . T he co st of buying ex pensive  E u ro p ean  food a s  a  
su b s titu te  to th a t w hich had been  ob tained  ch ea p e r 
from  the  Com m onwealth.
3 . The co st of financ ing  the ad d itio n a l outflow of c ap ita l 
to  E E C  c o u n tr ie s , consequen t upon th e  estab lishm en t 
of f r e e  movement of c ap ita l w ith in  the  E E C .
4 . The c o s t in  te rm s  of dom estic r e s o u r c e s  of in c re a s in g  
ex p o rts  a n d /o r  red u c in g  im p o rts  su ffic ien tly  to 
elim inate  the  b a lan ce  of paym ents d e fic it cau sed  by 
the  above th re e  in f lu e n c e s .
(*) P e te r  O ppenheim er in  a  le t te r  to  The T im es, 10 M arch 1 971,
(**) N . K a ld o r, The T ru th  about the Dynamic E f fe c ts , New
S ta te sm an , 1 2 M arch 1 971 .
X l l
(iii)  The S tudy in  hand
We w ere  co n ce rn ed  w ith  the e ffec t o f  en try  on m anufacturing  
in d u s try . A s s ta te d  above, th e  p ro -m a rk e te e rs  have em phasized  the  
b en e fits  in  te rm s  of a  la rg e  and  fa s t-g ro w in g  home m a rk e t, i t s  im pact 
on in d u s try  a s  r e g a r d  to g row th , effic iency  and econom ies of s c a le .  
H en ce , we u ndertook  to  a s s e s s  the  effec t of en try  on th e  a ttitu d e  and 
p e rfo rm an ce  of B r i t is h  b ased  m anufacturing  in d u s tr ie s .
A lthough th e  aim  and  the o rig in  of the study w ill be d isc u sse d  in  
C h ap te r  I ,  i t  i s  u se fu l to point to  th e  ra n g e  of f a c to rs  th a t B r it is h
(*)tr a d e  a s s o c ia tio n s  and com panies sought in  the  E u ro p ean  in te g ra tio n ' ;
” (i) B r i t is h  in d u s try  and com m erce can  i l l  a ffo rd  to  be at any
tra d e  d isad v an tag es  in  the  EEC  m ark e t, w hich is  of v ita l 
im p o rtan ce  fo r  UK v is ib le  and in v is ib le  e x p o rts .
(ii) T ra d e  b en e fits  a lre a d y  gained  o r  in  p ro sp ec t by the  end of 
th e  tr a n s i t io n  p e rio d .
(iii)  T a r i f f - f r e e  a c c e s s  to th e  E E C  is  e s s e n tia l  fo r  B ritish  
in d u s try  to  exp lo it the  p o ten tia l o ffe red  by i t s  la rg e s t  and 
n e a r e s t  ex p o rt m arket a r e a ,  and re c o u p  ground lo s t d u rin g  
B rita in  ’ s ex c lu s io n .
(iv) It is  much m ore im portan t to  rem ove o th e r b a r r i e r s  to 
v is ib le  t r a d e .
(vi) T he p ro g r e s s  to w ard s  opening up the  custom s union in to  a
genuine Common M arket made by s tep s  being taken  to rem ove
(*) B r i t is h  In d u s try  and  E u ro p e , A R ep o rt by the C onfederation  of 
B r i t is h  In d u s try  (CBI) E u ro p e  Com m ittee, M arch 1975.
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b a r r i e r s  to  in tra-C om m unity  b u s in e ss  o p e ra tio n s .
(vii) S e c u re  a c c e s s  to  th e  l a r g e r  m ark e t.
(v iii) The need  to  c re a te  a  h a rm on ised  environm ent in  w hich 
in d u s try  can  o p e ra te  e ffec tiv e ly  on a  E u ro p ean  s c a le .
(ix) B en efits  b rough t by tra d e  a s s o c ia t io n s ’ c lo s e r  re la t io n s  a s  
equal p a r tn e r s  w ith th e i r  c o u n te rp a r ts  in the  o th e r EEC 
mem ber s ta t e s .
(x) The prom otion of in d u s tr ia l  co o p era tio n  and re o rg a n is a tio n  
w ithin th e  Community p ro v id e s  th e  n e c e s s a ry  o p p o rtu n itie s  
fo r  g r e a te r  in d u s tr ia l and com m ercial e n te rp r is e  upon w hich 
the fu tu re  econom ic grow th and  com petitive s tre n g th  of 
E u ro p e  depend .
(xi) In d u s tr ia l r e s tru c tu r in g  from  a  E u ro p ean  b ase  is  e s s e n tia l 
fo r  many e n te r p r is e s  to  com pete e ffec tiv e ly  in  w orld  m ark e t.
(xii) A sh a re  in  th e  Com m unity’ s econom ic g ro w th .
(x iii) M em bership en ab les  B rita in  to  in flu en ce , and  B r it is h  in d u s try  
to  sh a re  in , th e  b en efits  from  the  Community’s p o lic ie s  
d esigned  to  a lle v ia te  the  p rob lem s faced  by m em ber s ta te s ,  
re g io n s  o r in d u s tr ie s  a s  econom ic in te g ra tio n  w ith in  the 
Community p ro c e e d s .
(xiv) B r i t is h  in d u s try  is  ab le  to co n trib u te  to  the developm ent of 
E u ro p ean  in d u s try ’s v iew s on o th e r p re s s in g  econom ic 
p ro b lem s. ”
XIV
The m ethods we adopted  fo r the r e s e a r c h  in  hand a r e  d isc u sse d  in  
C h ap te r II , but i t  i s  a p p ro p ria te  to  in d ic a te  h e re  the  th re e  lin e s  of 
in v estig a tio n  tha t we followed:
F i r s t : A p re lim in a ry  su rv ey  in  w hich we a sk e d  in d u s tr ia l is ts  how
they expect m em bersh ip , the  ch an g es  brought w ith i t ,  would a ffec t 
th e ir  t ra d e  in  the  home and in  the  p a r tn e r s ' m a rk e t. What is  the  
im pact of the e n la rg ed  m arket on th e i r  p lans and p o lic ie s?
S eco n d : The main su rv e y , fo r  w hich w e se le c te d  a  re p re s e n ta t iv e
sam ple of firm s ; B r itish  b a sed  m anufactu ring  in d u s tr ie s ;  a s  c a se  
s tu d ie s  in  o rd e r  to  a s s e s s ,  c la r ify  and  in ten s ify  the v iew s we 
re c e iv e d  in  the  p re lim in a ry  s u rv e y .
T h ird ; A sup p o rtin g  study to  e s ta b lish  the com parative  c o s t 
ad v an tag es  of a  se le c te d  com m odities in  c e r ta in  g ro u p s  and " se c tio n s"  
of in d u s tr ie s .
T h ese  w e re  the su b jec t of the e ight c h a p te rs  th a t co v ered  o u r 
s tudy , to g e th e r  w ith a  l i te r a tu r e  su rv ey  ; r e s u l t s  ob tained  and 
conclu sio n s  re a c h e d .
CHAPTER I
ORIGIN AND AIM OF THE RESEARCH
The em ergence  of the  E u ro p ean  Econom ic Community a s  a s ig n ifican t 
in d u s tr ia l  g ian t made a c o n s id e ra b le  num ber of s p e c ia lis ts  in  d iffe ren t 
f ie ld s  sp ecu la te  a s  to  what m ajo r changes the Community would b rin g  in 
th e i r  re le v a n t f ie ld . One of th e se  i s  the  U .K . M anufacturing In d u s tr ie s  
S e c to r .  The E E C  and E FTA  a r e  th e  f i r s t  Custom U nions and the f i r s t  
f r e e  tra d e  a r e a s  c re a te d  betw een a s  la rg e  a  num ber of in d u s tr ia lly  
advanced  c o u n tr ie s . It is  w ell known th a t they show c e r ta in  im portan t 
d iffe re n c e s ; p a r tic u la r ly  a s  r e g a r d s  to th e i r  econom ies, but in  m ajo r 
r e s p e c ts  they  a r e  a lik e . In the  in d u s tr ia l  s e c to r  they  have chosen  the 
com plete abo lition  of in te rn a l ta r i f f s  a s  the f i r s t  and  p rin c ip a l m eans of 
ach iev ing  the  in te g ra tio n  d e s ir e d .
The re sp o n se  of the b u s in e ss  community to  the  f re e in g  of in te rn a l t r a d e ,  
thus came to  s e t  the  d ire c tio n  and p a tte rn  of s tru c tu ra l  change in  the 
E E C . It did not tak e  lo n g , h o w ev er, b e fo re  i t  becam e ap p a ren t th a t the 
fre e in g  of tra d e  could  not be the l a s t  w ord  in  in te g ra tin g  E u ro p ean  
in d u s try . A grow ing num ber of q u estio n s  cam e up fo r  d isc u ss io n  and 
c a lled  fo r  so lu tio n s  and ex p lo ita tio n  on Community o r  in te rg o v e rn m en ta l 
lev e l: en e rg y , raw  m a te ria l su p p lie s , d e p re s s e d  a r e a s ,  developing 
in d u s tr ie s ,  r e s e a r c h ,  re g io n a l p o licy , m ultinational e n te r p r is e s  and  m ore.
The sim p lifica tion  in h e ren t in  ev e ry  econom ic a n a ly s is  can and should  be 
b a sed  on the p u rp o se  in  hand . G iven the many and often d is p a ra te  fa c to rs  
w hich r e a c t  on a m arket econom y, the su b jec t m a tte r  of th is  r e s e a r c h  can 
p e rh a p s  b e s t be c la r if ie d  by pointing out the follow ing:
(1 ) A fte r B r i t is h  a d h e ren ce  to th e  Community, it has been  em phasised  
in  B r it is h  in d u s tr ia l  c i r c le s  th a t th e  o p p o rtu n ities  th e re  should be ex p lo ited .
T he CBI E uro p e  Committee  ̂ in  i ts  r e p o r t  to the CBI C ouncil, po in ted  
out th a t the  Community w as expec ted  to ach iev e  th e  w ide b a se  e s s e n tia l  
to in d u s tr ie s  involved  in  advanced  tech n o lo g ies  o r  benefiting  from  
econom ies of s c a le , it  p rom ised  e n te r p r is e s  f r e e  a c c e s s  to a  m arket 
of 260m, people fo r  th e ir  goods and s e r v ic e s ,  it  p rov ided  th e ir  m arke t 
im petus, scope and p o s s ib il i t ie s  fo r  lo n g -te rm  planning and in v estm en t. 
T he Community a lso  aim s to  e n su re  tha t i t s  in d u s try  is  r e s t r u c tu r e d  in  
a m anner e s s e n tia l  to com pete e ffec tiv e ly  in  w orld  m ark e ts  w ith th o se  of 
o th e r m ajor econom ic s ta te s  o r  g ro u p in g s .
One elem ent em erg ing  from  the m entioned re p o r t  of the CBI C om m ittee, 
w ith which th is  study is  c o n ce rn ed , is  th a t in d u s tr ie s  w ill be benefiting  
from  th e  e n la rg ed  m a rk e t. What the a ttitu d e  is  of firm s to w ard s  th a t 
m arke t (the E E C ), th e ir  re a c tio n  and w hat they  have ach iev ed  a re  th e  
c o rn e rs to n e  of th is  s tu d y .
(2) F irm s  have to  deal w ith new m arket c o n ce p ts . The p ro c e s s  of 
change could be o b se rv ed  in  th e  geograph ic  ex tension  of m a rk e ts . T hat 
ta k e s  in  both the  g e n e ra l l ib e ra liz a tio n  of t ra d e  and  the  form ation  of 
re g io n a l m ark e ts  in  E urope  w hich brought about by p o litic a l d e c is io n s . 
The advent of the  E E C , and B r it is h  ad h eren ce  to i t ,  m eant th a t 
com panies had  th e i r  m arket p ic tu re s  a l te re d  fo r  them  (e sp ec ia lly  a f te r  
th e  tra n s it io n  p e rio d  w hich ended on the end of 1977). O bviously the 
m e rg e r of s e v e ra l  developed  and highly o rg an ized  na tiona l m ark e ts  did 
not of i ts e lf  c re a te  one la rg e  common m a rk e t. H ow ever, the  v e ry  
d ec is io n s  to in te g ra te  la id  the  foundation fo r  th is  ob jec tive  and  the phased  
d ism antling  of ta r i f f s  and o th e r changes w ith in  the  in s titu tio n a l fram ew ork  
se t off a  chain  of ev en ts  in  the sam e d ire c tio n .
W hereas firm s u sed  to  g e a r  th e i r  p o lic ie s  to  the dem ands im posed by 
m arg ina l changes in  the  B r it is h  m a rk e t, they  now had to  pay heed  to  
la rg e  changes and s h o r t- te rm  co n seq u en ces  th a t th ey  had n e v e r 
e x p e rien c e d  b e fo re , (It has to  be noted  in  th a t r e g a rd  tha t firm s th a t 
would be a ffec ted  a lso  had w id e r in te r e s t s  and  had  to  be se n s itiv e  to  
w o rld  tra d e  co n d itio n s .)  The p a tte rn  of com petition  th a t had  evolved  
in  th e i r  re s p e c tiv e  s e c to r s ,  both a t home and  a b ro a d , no lo n g e r he ld  
t r u e .  The s itu a tio n  of m ore o r  le s s  p ronounced  oligopoly w hich 
c h a r a c te r iz e s  many in d u s tr ie s  in  most of the  E E C  c o u n tr ie s , w h ere  in  
e a c h , b e fo re  the se t up of the Community, few firm s had c a rv e d  out a  
l i o n 's  s h a re  of the  m a rk e ts , took on a  d iffe ren t a sp e c t when it a p p ea re d  
th a t double and t r e b le  th e ir  num bers m ight soon be o p e ra tin g  in  a  la rg e  and 
p o ten tia lly  common m ark e t.
So the B r it is h  firm s faced  w ith  o p e ra tin g  in  a  l a r g e r  m ark e t, and faced  
w ith  th e  above p ro s p e c ts ,  have had  to adap t th em selv es  to the new 
s tru c tu re  of th is  ex tended m a rk e t.
T he m otivation of th is  study began  w ith an e a r ly  s tu d y ' '  w hich t r i e d  to 
m easu re  the  e ffec t of such a C ustom s Union on th e  econom ies of m em ber 
s ta t e s .  More sp ec if ic a lly  i t  sought to  m easu re  th e  effec t of the ex tended  
m ark e t on two sp ec ific  v a r ia b le s  w hich r e p r e s e n t  the  w e ll-b e in g  of the 
econom y, nam ely, GNP and c ap ita l a s s e ts  fo rm atio n . The co nclusions 
re a c h e d  from  the m acro-econom ic  point of view  w ere  en co u rag in g . T h ese  
w ere  th a t the  e ffec t on the econom y of the m em ber s ta te s  w as p o sitiv e :
(*) The d is s e r ta t io n  to w ard s  an  M ,S c . d e g re e , w as subm itted to the 
G raduate  B u sin e ss  C e n tre , th e  City U n iv e rs ity , London, 1971.
(1 ) S in ce  the  tre a ty  came in to  fo rc e ,  a ll  m em ber c o u n trie s  have 
ex p e rien ced  a ra p id  g row th  in  th e ir  tra d e  w ith the  o th e r  Community 
c o u n tr ie s .
(2) The in c re a s e  in  tra d e  h as  made a big  co n trib u tio n  to  the v e ry  
ra p id  grow th  of a ll  Community c o u n tr ie s . D uring  the p e rio d  1966-1970, 
the  r a te  of g row th  exceeded  fo r e c a s ts  in  a ll  th e  co u n trie s  of the  Community, 
e sp e c ia lly  in;
(i) F e d e ra l  G erm any, 4.79^ grow th of g ro s s  na tiona l 
p ro d u c t p e r  y e a r ,  a s  a g a in s t a  fo re c a s t  of 3 .5 ^  
p e r  y e a r .
(ii) in  I ta ly , 6.0^^ a s  a g a in s t 5.09^.
and (iii) in  th e  N e th erlan d s  5 .2 ^  a s  ag a in s t 4 .6 ^ ,
(3) The c o u n tr ie s  w hich had the  low est incom es when th e  Common 
M arket w as s e t  up have ben efited  m ost from  in te g ra tio n . As a r e s u l t ,  
th e re  has been a s teady  re d u c tio n  in the d iffe ren ce  betw een incom es p e r  
head  in  the mem ber c o u n tr ie s  a s  is  shown in  T ab le  1 -1 .
T A B L E  1-1
G ro ss  N ational P ro d u c t P e r  C apita  
(in U nits of acco u n ts  a t C u rre n t P r ic e s  and exch . r a te s )
C ountry 1958 1970(estim ated)
G erm any (PR) 1080 2999
F ra n c e 1204 2873
Ita ly 612 1701
N eth erlan d s 845 2418
Belgium 1158 2589
Luxem bourge 1402 2837
Community 963 2530
S o u rce ; F o u r th  G en era l R ep o rt on the  a c tiv it ie s  of the  
Com m unities -  L uxem bourg, F e b ru a ry  1971.
(4 ) In 1970 p r iv a te  consum ption in the  Community went on r i s in g  v e ry
ra p id ly . In a ll  p ro b ab ility  the in c re a s e  w as due m ainly to  a  ra p id  r i s e
in the  incom es of h o u seh o ld s . Income from  w ages and s a la r ie s  ro s e  in
(2)a ll  m em ber s ta te s ,  the in c re a s e  ran g in g  from  10^  to 2 0 ^ . '  T ab le  1-2 
show s the  q u an tita tiv e  in c re a s e  of c e r ta in  re p re s e n ta t iv e  goods.
TA BLE 1-2
T e le v is io n  s e ts  d e c la re d  and  te lep h o n es  in s ta lle d  
in  Jan u a ry  1 968 and  J a n u a ry  1969
TV s e ts T elephones in s ta lle d
'000
p e r  '000  
in h ab i­
ta n ts '000
p e r  '000  
inhab i­
ta n ts
1968 1969 1968 1969 1968 1969 1968 1969
G erm any (FR) 13806 14958 231 246 10321 11249 172 185
F ra n c e 8316 9252 167 184 7000 7503 140 149
Ita ly 7666 8099 146 150 7057 7752 135 143
N e th erlan d s 2481 2658 197 207 2719 2912 216 226
Belgium 1779 1894 186 196 1731 1839 181 190
Luxem bourg 44 52 131 154 94 98 281 290
Community 34092 36913 185 196 28922 31354 157 167
EFTA 20692 22124 219 233 22564 23869 239 252
The w orld 215000 235000 63 66 222400 238800 65 67
Num ber of m otor v e h ic le s , Ja n u a ry  1969 -  J a n u a ry  1970
P a s s e n g e r  C a rs U tility  V eh ic les
'000
p e r  '000  
in h ab itan ts '000
1969 1970 1969 1970 1969 1970
G erm any (FR) 12046 13169 199 217 1068 1129
F ra n c e 11210 11860 223 236 1885 1850
Ita ly 81 20 9028 151 167 751 834
N eth erlan d s 2100 2325 165 180 310 314
Belgium 1806 1811 187 187 279 245
Luxem bourg 79 85 235 252 12 15
S o u rc e : G en era l R ep o rt on the A c tiv itie s  of th e  Com m unities, B ru s s e ls ,  
F e b ru a ry  1 970.
(5) The GNP p e r  p e rso n  in  employment from  1958 to 1968 w as a  high 
a v e ra g e  annual grow th ra t io  com pared  w ith th e  U nited S ta te s ,  the U nited 
Kingdom and Sw eden a s  i t  a p p e a rs  in  T ab le  1-3 .
TA BLE 1-3
A verage  annual grow th r a te
io
C ountry Volume of GNP Employment
GNP p e r  
p e rso n  in
Germ any ( F .R .) 5.1 0 .3 4 .8
F ra n c e 5 .3 0 .3 5 .0
Ita ly 5 .6 - 0 . 6 6 .2
N eth erlan d s 5 .3 1.1 4.1
Belgium 4 .3 0 .4 3 .9
Luxem bourg 3 .4 0 .5 2 .9
Community 5 .2 0 .2 4 .9
U .S . 4 .7 1 .9 2 .7
Jap an 1 1 .0 1 .6 9 .4
U .K . 3 .2 0 .4 2 .8
Sw eden 4 .6 0 .7 3 .9
S o u rce : S ta t is t ic a l  O ffice of the E u ropean  Community and the  OECD
(6) T h e re  h as been  a grow th in  the most im portan t fa c to rs  re g a rd in g  the 
w e lfa re  of so c ie ty  in  the  m em ber s ta te s ,  nam ely the  grow th of em ploym ent, 
in d u s tr ia l p ro d u c tiv ity , p ro d u c tiv ity  of s e rv ic e s  and a g r ic u ltu re  ou tpu t, 
a s  T ab le  1-4 in d ic a te s  in  com parison  w ith the  U .K .
TA BLE 1-4
S o u rc e  of 
G row th
C ountry












P ro d u c t­
iv ity  of 
S e rv ic e s
G row th
in
A g ric .
output
T o ta l
io
in c re a s e
F ra n c e 1 6 .8 8 .0 4 .4 2 2 .4 4.1 9 1 .7
G erm any 12 .6 10.1 4 .0 15 .8 2 .3 8 4 .8
Ita ly 3 6 .2 - 7 .0 3 4 .8 2 7 .4 6 .8 9 8 .3
Belgium 7 .5 5 .7 2 7 .7 15 .9 1 .5 58 .2
N eth erlan d s 9 .2 16.1 3 5 .6 2 3 .4 4 .5 8 8 .9
U .K . 2 .0 5 .0 20.1 1 0 .0 1 .4 3 8 .4
S o u rce : O .E . C .D . the  grow th of ou tpu t, D ecem ber 1970.
The above ev id en ces  led  to  the conclusion  th a t the  ex tended  m arke t h ad , 
a cco rd in g ly , a ffec ted  the  o p e ra tio n  of the  firm s w orking  w ithin  i t .  We w ere  
co n ce rn ed , in  p a r t ic u la r ,  w ith the o p p o rtu n itie s  opened to  th e  UK m anufacturing 
sec to r*
(3)The th ird  r e p o r t  made by a Com m ission fo r  the  Community P a rlia m e n t, 
s ta ted :
’’The estab lish m en t of a  la rg e  com petitive  m arket w ith the  
c h a r a c te r is t ic s  of an  in te rn a l o r  dom estic  m arket has been 
the  c e n tra l  p ivot of Community ac tio n . T h is  aim is  ju s tif ie d  
by the b en e fits  in  te rm s  of p ro d u c tiv ity , e ffic iency  and 
econom ies of s c a le  ob ta ined  from  having  such  a m a rk e t. ”
T h is  s ta te m e n t, r e a l ly  fo rm alised  the  d ire c tio n  of the r e s e a r c h  in  hand . 
H aving ta ck led  the  su b jec t from  th e  m acro-econom ic point of view  d u ring  
the  e a r l i e r  s tu d y , the scope of the  p re s e n t study is  fo cu sed  on th e  m ic ro - 
econom ic point of v iew .
More p re c is e ly , w hat w ould be the e ffec t of tra d in g  in  such a  m arket on 
the  s t r u c tu r e ,  p lann ing , b u s in e ss  policy  and s tra te g y  of m anufactu ring  
in d u s tr ie s  in  the  U .K . More sp e c if ic a lly , w hat would be the e ffec t on the  
m anufacturing  in d u s t r ie s ’ p o lic ie s  re g a rd in g  p r ic in g , r e -o rg a n iz a t io n , 
g ro w th , in v estm en t, R and D, m ark e tin g , com petition , p ro d u c tiv ity  and  
econom ies of s c a le .
Q u estions would have to be r a i s e d  w ith a  s e le c te d  num ber of m anufacturing  
in d u s tr ie s  aim ed a t ge tting  a n sw e rs  to  the  above p o lic ie s  and  o p tio n s .
F o r  exam ple:
(a) Would o p e ra tin g  in  a  common m arket give a  su b s ta n tia l num ber of 
p ro d u c e rs  the opportun ity  of in c re a s in g  th e i r  e ffic iency  by producing  
on a  la rg e  sca le  and by adap ting  th e ir  p roduction  u n its  to the  la r g e r  
m arke t?
(b) To w hat ex ten t the  most dynam ic e n te r p r is e  would su cceed  in  tak in g  
advan tage  of the  o p p o rtu n itie s  added by B r i t is h  e n try  in to  the  E E C .
One of the m ost re le v a n t s tu d ie s  to the p re s e n t one is  th a t u n d e rtak en  by 
(4)Han and L e is n e r  . They t r i e d  to  m easu re  the  e ffec t of B r i t is h  e n try  
in to  th e  EE C  on the p a tte rn  of m anufacturing  p ro d u c tio n . A lthough they
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{fo re saw  the  lim itations^  ̂ they  faced  in  ap p roach ing  th e i r  s tu d y , th e ir  
aim s and conclusions must be in d ica ted  a s  background to  our s tudy .
H an and  L ie s n e r  fo re c a s t  th a t some B r it is h  p ro d u c e rs ,  a s  a  consequence 
of e n try  in to  the  E E C , w e re  lik e ly  to be favou rab ly  a ffe c ted , in  the sen se  
th a t output would be h ig h e r th an  it o th e rw ise  w ould have b een , w h ils t 
o th e rs  would be a d v e rse ly  a ffe c te d . Which s e c to rs  look p ro m isin g , and  
w hich in d u s tr ie s  a p p e a r  lik e ly  to  find th em selv es  w ith  lo w er n e t s a le s  
than  they  would have  if the  UK rem ained  ou ts id e?  T h e ir  r e s e a r c h  w as an 
a ttem pt to ta ck le  the  p re c ee ed in g  q u estio n .
A lthough Han and  L ie s n e r  t r i e d  to conclude th e i r  study in  a  m eaningful 
way by in tro d u c in g  a  se t of sum m ary ta b le s ,  vh ich  made a com parison  
betw een th e i r  r e s u l t s  and th o se  p re d ic te d  by th e  B o ard  of Trade^^^ and 
poin ting  out the  a r e a s  needed  to  be ta ck led  in  fu r th e r  r e s e a r c h ,  they  
s ta te d  firm ly  th a t th e i r s  w as incom ple te , say ing  " it does not a p p e a r  th a t 
the su b jec t m a tte r  of th e  p re se n t study h as been  in v e s tig a te d  in  d e ta il by 
o th e r  r e s e a r c h  w o rk e rs " . F ro m  th is  we found an o th er re a s o n  fo r  the 
p re s e n t s tudy .
O ther w o r k s  co n trib u ted  to  the m otivation of the  s tu d y . An im portan t 
study w as u n d e rtak en  ty  the S e c r e ta r ia t  of the E u ro p ean  F r e e  T ra d e  
A ssociation^^^ re g a rd in g  the  e ffe c ts  of E F T  A on the  econom ies of 
m em ber s ta te s .  T h is  s tu d y , in  try in g  to a s s e s s  the E FTA  e ffec ts  on tra d e  
in main p ro d u c ts  g ro u p s , s ta te d  th a t the most s iz e a b le  effec t is  re c o rd e d  
in  te x ti le s  and c lo th in g . T o ta l in te r - a r e a  tra d e  in  th is  commodity g roup
(*) T h ese  lim ita tio n s  w ill be d isc u sse d  in  C h ap te r II ,
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w as estim ated  to  have r i s e n  by about 200 m illion d o lla rs  due to the  
estab lish m en t of the  f r e e  tra d e  a r e a ,  and  of th is  to ta l about 115 m illion 
d o lla r s  r e p r e s e n ts  tra d e  c re a tio n . T ab le  1-5 in d ic a te s  the  p ro je c ted  
e ffe c ts  in  the  main p ro d u c ts  g ro u p s ,
TA B LE 1-5
EFTA  E ffec ts  on T rad e  in  some Com m odities betw een Member S ta te s  in 
1965 (In m illion  US d o lla rs )
E ffec ts  on im ports T o ta l im port 
e ffec t = 
ex p o rt e ffectT ra d e  c re a tio n T ra d e  d iv e rs io n
L e a th e r ,  ru b b e r  and 
fo o tw ear 18 17 35
Wood and p a p e r 
in d u s try  p ro d u c ts 87 32 119
T e x tile s  and clo th ing 116 85 201
Chem ical and 
petro leum  p ro d u c ts 37 43 80
N on-m eta llic  
m in era l m anufactu res 0 6 6
M etals and m etal 
m anufactu res 24 75 99
M achinery 57 128 185
Land t r a n s p o r t  
equipm ent 26 45 71
W atches, c locks and 
in s tru m en ts 2 6 14
B e v e ra g e s , tobacco  
and m isce llan eo u s 
p ro d u c ts 0 20 20
T otal 373 457 830
S o u rce : EFTA  S e c r e ta r ia t ,  G eneva, 1969 -  "The e ffec ts  of EFTA  on 
the Econom ies of Member S ta te s " ,
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It em phasised  th a t due to the  c re a tio n  of EFTA  m ore th an  100 m illion 
d o lla rs  w orth  of te x ti le s  and c lo th ing  w e re , in  1965, being p roduced  
w ith in  the a r e a  of the  A sso c ia tio n  in  lo ca tio n s  w hich p ro v id ed  a c le a r  
c o s t sav in g fo r the  a r e a  a s  a  w ho le , a s  com pared  w ith the d is trib u tio n , 
of p roduction  w hich might have ex is ted  had th e re  been  no f r e e  tra d e  
a r e a .  The c o u n tr ie s  w h ere  e x p o rts  ben efited  most w e re  th e  UK and 
P o r tu g a l , The E F T A  study s ta te d  ag a in  th a t th e re  have a lso  been 
in te re s t in g  developm ents in  tra d e  in  pulp and p a p e r . T o ta l t r a d e  in  
th is  g roup of com m odities w ith in  E FTA  h as  in c re a s e d , a s  a  r e s u l t  of 
the  c re a tio n  of E F T A , by about 100 m illion d o l la r s .  Of th is  to ta l 
n e a r ly  fo u r-f if th s  r e p r e s e n ts  tra d e  c re a tio n .
The e ffec ts  of F r e e  T rad e  A sso c ia tio n  on v a rio u s  sem i-m an u fac tu res  
have been  qu ite  s ig n ific a n t, th is  w as to  be ex p ec ted  a s  ta r i f f s  on many 
of th e se  s e m i-p ro c e s se d  goods w e re  re la tiv e ly  h igh .
The study added th a t in  en g in ee rin g  goods of d iffe ren t k in d s , the  
e ffe c ts  on tra d e  had been s ig n if ic a n t, a lthough tra d e  c re a tio n  has 
g e n e ra lly  been r a th e r  sm all. T h is  h as  im plied  only a  lim ited  upw ard  
sh ift in  E F T A  Countrie;^ im p o rts  of th e se  p ro d u c ts , w hile the ex p o rt 
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A lso the  EFT A  study s ta ted  th a t th e re  is  ev idence  of c le a r  EFTA  
e ffec ts  on tra d e  in  consum er d u ra b le s  in  s e v e ra l  of the main commodity 
g ro u p s •
The fo reg o in g  a r e  p a r t of the  r e s u l t s  of the a sse ssm e n t of th e  e ffec t of 
EFTA  on the tra d e  of some of the  main p roduct g ro u p s . A s th e  study put 
i t ,  i t  r e p re s e n ts  only a  f i r s t ,  though im p o rtan t, s tep  in  an a ly sin g  the 
e ffec t of the  c re a tio n  of EFTA  on the  econom ies of m em ber c o u n tr ie s .
The study w ent on to  em p h asise  the need  fo r  fu r th e r  in v estig a tio n  of 
the re p e rc u s s io n s  of the tr a d e  e ffec ts  on p roduction  s tru c tu re  and on 
p ro d u c tiv ity . H o w ev er, re g a rd in g  the  fo rm e r , th e  E F T A  study s ta te d  
th a t th e re  i s  d e fin ite  ev idence th a t the changes in  p a tte rn  of tra d e  induced  
by th e  c re a tio n  of E FT A  have had the expec ted  e ffec ts  on p a tte rn s  of 
p ro d uction  in  m em ber c o u n tr ie s . I t r e c a l ls  exam ples of the tre n d  in 
the S can d in av ian  pulp and p a p e r in d u s tr ie s ,  and  in  o th e r s ,  about some 
c a s e s  of d iv e rg en t movements to w ard s  g re a te r  sp e c ia liz a tio n . R eg ard in g  
p ro d u c tiv ity , the study  h as  ev e ry  re a so n  to b e liev e  th a t th e  e ffec t of 
EFTA  h as  been  ad v an tag eo u s. It c o n tr ib u te s , in  p a r t ,  to the fa s t 
r a te  of grow th ach iev ed  by th e  in d u s tr ia l  s e c to rs  in  D enm ark d u rin g  the 
y e a r s  1962 -  1969 and to  the en largem ent of th e  D anish  m arke t fo r  
in d u s tr ia l  p ro d u c ts . T h is  h as  p roduced  in  D enm ark a  c le a r  move aw ay 
from  s e c to r s  w ith  low p ro d u c tiv ity  to  s e c to r s  w ith  re la tiv e ly  high 
p ro d u c tiv ity . A gain the  study c o n trib u te s  the  in s ta lla t io n  of m odern 
te x tile  f a c to r ie s  in  P o r tu g a l to  th is  type of developm ent,
(7 )A nother in te re s t in g  w ork is  th a t done by the W onnacotts , In th e ir  
study  " F re e  tra d e  betw een the  US and C anada; the p o ten tia l econom ic 
e f fe c ts " , they  conclude th a t w ith f r e e  tra d e  betw een the  U nited S ta te s  and
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C anada, th e re  would be s ig n ifican t changes in  the  N orth  A m erican  
econom y. In p a r t ic u la r ,  they  a rg u e d , f r e e  tra d e  would in c re a s e  the 
p o ss ib ility  of sp ec ia liz a tio n  and would lead  to  g re a te r  ex p lo ita tion  of 
econom ies of s c a le .  The ev idence  they  p re se n te d  in  th e ir  w ork  
in d ica ted  s tro n g ly  th a t f r e e  tra d e  in  m anufactured  goods would y ie ld  
su b s ta n tia l econom ic gains to  both Canada and U SA . Most of the 
sp e c ia liz a tio n  in C anada re s u lt in g  from  f re e  tra d e  would o c cu r w ithin  
m anufacturing  in d u s tr ie s .  They ad d ed , how ever, m ajo r gains fro m  fre e  
tra d e  do not depend on th is  type of sp e c ia liz a tio n . They depend 
p rim arily  on the exp lo ita tion  of econom ies of s c a le , defined  b road ly  to 
inc lude  not only e n g in ee rin g  econom ies, but a lso  m an ag eria l and 
o rg an iza tio n  e ffic ie n c ie s  a s s o c ia te d  w ith sp e c ia liz a tio n  and com petition 
in  a  la rg e r  m a rk e t. They again  em phasised  th a t f r e e  t r a d e  would prov ide 
an ad d itiona l im petus fo r  p a r t ic u la r ly  e ffic ien t and fa s t  grow ing firm s  in  
any in d u s try , but i t  would sp eed  th e  dem ise of the  in e ffic ien t a s  f a r  a s  
Canada is  c o n ce rn ed .
R onald  J .  W onnacott and D avid E . B ond, in th e i r  study^^^ "T ra d e  
lib e ra liz a tio n  and  the C anadian F u rn itu re  In d u s try " , s ta te d  th a t, "if 
C anadian and U .S .  ta r i f f s  w e re  to  be ab o lish ed , many of the  h ig h e r 
c o s ts  of p roduction  in  C anada would be e lim in a ted " .
A gain , from  the  e x p e rien ce  of the  N orth  A tlan tic  f r e e  tr a d e  a r e a ,  a
(9 )s tu d y ' re g a rd in g  th e  C anadian pulp and p ap e r in d u s try  by W, E , H av iland , 
N , S .  T ak acsy  and  E . M. C ape, concluded , among o th e r th in g s , th a t the 
im pact of f r e e  N orth  A tlan tic  tra d e  on in d u s try  p roduction  l ie s  in  
p roducing  c o u n tr ie s  ach iev ing  sp ec ia liz a tio n  in  p ro d u c ts  in  w hich they 
p o s se s s  com petitive a d v an tag es . T h e ir  study  a d d s , "the g e n e ra l 
conclusion  we d raw  from  a ll  the  ev idence of the  study is  th a t the Canadian
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pulp and  p a p e r  in d u s try  could  com pete in  dom estic  and ex p o rt m ark e ts  
u n d e r cond itions of f r e e  t r a d e ,  p rov ided  i ts  p roduction  and m arketing  
w e re  re o rg a n iz e d  and r e la te d  public  p o lic ie s  w ere  conducive# 
R e s tru c tu r in g  th e  in d u s try  would imply g re a te r  p ro d u c t sp ec ia liz a tio n  
by com panies and much la r g e r  ru n s  on w id e r and  f a s te r  m achines in  the 
p re s e n t ta r if f -p ro te c te d  s e c to r " .
The find ings of a n o th e r study made by the  E conom ist In te llig en ce  Unit
( 1 o)(EXU) '  of th e  e ffe c ts  on B r i t is h  m anufacturing  in d u s try  of a  f r e e  
tr a d e  a re a  and  th e  Common M ark et, w ere  u se fu l a s  a  background  to  th is  
s tu d y . U n dertaken  in  1957, th e  EIU study an tic ip a te d  w hat i t  would be 
lik e  fo r  B r i t is h  in d u s try  jo in in g  a f r e e  t r a d e  a r e a  (EFTA  o r  the  E E C ),
It s ta te d , among o th e r th in g s , "C om petition in  an EFTA  and in  th e  CM 
is  lik e ly  to prom ote an  in c re a s e  in  the a v e ra g e  s iz e  of firm s and in  the 
s c a le  of p ro d u c tio n , ch iefly  in  m ass  p ro d u c tio n  in d u s tr ie s  but a lso  in 
o th e rs  w h ere  th e re  a r e  a t p re s e n t  -  and fo r  no good re a s o n  -  an  
unusually  high p ro p o rtio n  of sm all u n d e rta k in g s , B r i ta in ’s b ig  firm s 
have m ore than  a  head  s ta r t  in  the  r a c e  a g a in s t a ll  save G erm an 
com p etito rs  in  g e n e ra l , and a handful of v e ry  big firm s in  o th e r c o u n tr ie s " .
On the o th e r  hand , th e re  i s  grow ing a w a re n e ss  in  the UK of a  con flic t 
be tw een  the  s iz e  of firm s and c o m p e t i t io n ,^   ̂ i . e .  the s iz e  of the  UK 
m arke t is  such th a t in  many in d u s tr ie s  th e  num ber of firm s of minimum 
optim al s iz e  w hich the  m arke t could  su p p o rt i s  not la rg e  enough to  e n su re  
e ffec tive  com petition . The im portance  of th is  con flic t is  found in  th e  fac t 
th a t ,  fo r  the  f r e e  m a rk e ts , com petition h as been  r e l ie d  upon to fo rc e  the 
economy to ach iev e  c e r ta in  o b jec tiv es  which a r e  d e s ire d  by s o c ie ty .
One of th e se  o b jec tiv es  is  high p ro d uctiv ity  in  the p roduction  of a given 
se t of o u tp u ts . T ha t i s ,  w ith  a  given cap ita l s to ck , a given techno logy ,
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and a given s e t  of r e s o u rc e  p r ic e s ,  firm s should be p roducing  goods and 
s e rv ic e s  w ith  a  minimum ex p en d itu re  of the eco n o m y 's  r e s o u r c e s .  A fre e  
m arket o p e ra te s  w ith  the assum ption  th a t th e re  w ill be many firm s  se llin g  
the sam e p ro d u c t. The num ber of firm s is  la rg e  enough to  e lim inate  
co llu s io n  on p r ic e ,  an  d a t the same tim e th e  num ber of co nsum ers i s  so 
la rg e  th a t they  cannot co llude to  fo rc e  a re d u c tio n  in  the  m ark e t p r ic e .  
Any p ro f its  above the norm al lev e l th a t the  firm  may command a r e  p a sse d  
on to  consum ers in  the  form  of lo w er p r ic e s  by th e  p r e s s u r e s  e x e r te d  
from  o th e r  r e s o u r c e s  e n te r in g  the  m ark e t. The ex it of r e s o u rc e s  w hen 
p r ic e  is  "too low" functions a s  a  co n tro l to  p ro te c t so c ie ty  from  the  w aste  
of r e s o u r c e s .  The m ark e t, an  ob jec tiv e  and  n e u tra l fo r c e ,  con ta in s  the 
pow er in  the above re la t io n s h ip . How B r it is h  m anufacturing  in d u s tr ie s  
would r e a c t  in  an  e n la rg ed  m arket w hich is  governed  by the  b ro ad  concep t 
of a  f r e e  m arket and re in fo rc e d  by a  se t of d ire c tiv e s  and re g u la tio n s  
a g re e d  upon by the  E E C  C om m ission, is  a  q u estion  w hich see k s  an  
a n sw e r . The study in  hand is  an a ttem pt to  co n trib u te  to  the  a n sw e r of 
such  a  q u e s tio n .
If we tu rn  to  w orld  tra d e  and  i ts  e ffec t on B r it is h  in d u s try , i t  is  s e l f -  
ev iden t th a t B r i t is h  in d u s try  and B r i ta in 's  p ro s p e r ity  in  the fu tu re , a s  
in  the p a s t , depends on h e r s u c c e s s  in  ex p o rtin g  h e r m anufactu red  goods. 
Not only do e x p o rts  enab le  e s s e n tia l  im p o rts  to  be bought, but they  a lso  
make i t  p o ss ib le  to  r e a p  the  b en efits  of the  econom ics of la rg e - s c a le  
p roduction  and of the in te rn a tio n a l d iv is ion  of la b o u r . T h ese  ad v an tag es  
can  be show n, from  th e o re tic a l c o n s id e ra tio n , to be g re a te s t  when the 
o b s ta c le s  to f r e e  tra d e  a r e  m inim ized and when th e re  a r e  no c u rre n c y  
r e s t r i c t io n s .  The re la tio n  betw een the  d ism an tling  of t a r i f f s ,  h en ce fo rth
th e  re sh a p in g  of t r a d e ,  and x -e ffic ien cy  h as been  d isc u sse d  by
( 12 ) . .W. M. C orden  , H is a n a ly s is  su p p o rts  the  argum ent th a t ta r if f s
re d u c e  x -e ffic ie n c y . The im p lica tion  of th a t is  a s  fo llow s:
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F ir s t ly
T he incom e d is tr ib u tio n  of a  ta r i f f  a ffe c ts  the  whole of an  in d u s try , 
even when the  output changes re s u lt in g  from  the  ta r i f f s  changes a r e  only 
m arg in a l.
S econd ly
A p o s itiv e  e ffec tiv e  ta r i f f  may no lo n g e r le a d  to an in c re a s e  in  the  
output of the p ro te c te d  in d u s try , and in d e ed , p a ra d o x ica lly , i t s  output 
may f a l l .  The r i s e  in  ta r if f  may have led  to  a  d e c re a se  in  the  input of 
the  m an ag eria l f a c to r ,  m easu red  in  e ffic iency  u n its .
It i s  the  e ffec t of g r e a te r  m arket s iz e  in  re d u c in g  w aste  by stim u la ting  
com petition  and  th e  e ffec t of f r e e  a c c e s s  to  m ore ra p id ly  grow ing m ark e ts  
in  a id in g  the expansion  of the com petent a t th e  expense  of the  incom peten t. 
How B r it is h  in d u s try  th in k s , p lans and r e a c ts  a cc o rd in g ly , is  th e  aim o u r 
study is  try in g  to  fu lf il.
So we can conclude th a t the  aim of the study is  to a s s e s s  the  p e rfo rm an ce  
and a ttitu d e  of some se le c te d  B r it is h  m anufacturing  in d u s tr ie s ,  a s  an 
i l lu s tra t io n  of the  w ould-be re a c tio n  of B r i t is h  f irm s , in  re la tio n  to  a  
m ajo r expansion  of th e ir  p o ten tia l m ark e t, nam ely the  E E C  m a rk e t. It is  
an  a ttem pt to  i l lu s t r a te  the  e ffec t of th a t ex tended  m ark e t, draw n from  the 
e x p e rien ce  of se le c tiv e  in d u s tr ie s  a f te r  the  UK a c c e ss io n  to  th e  E E C ,
The method to  be u sed  and th e  p ro je c ted  ap p ro ach  in  so doing w ill be 




In th is  c h a p te r  we w ill c o n s id e r  the  method a p p ro p ria te  to th e  study 
in  hand. T h is  is  the  lo g ica l outcome of the scope of th e  r e s e a r c h  a s  
d isc u sse d  in  C h ap ter I .
B efo re  so doing th is  i s  the  su itab le  p lace  to  c o n s id e r  some of the 
o th e r m ethods u sed  in  s im ila r s tu d ie s .
D esp ite  th e  huge d iff icu ltie s  of m easu rin g  in te g ra tio n  e f fe c ts , both 
o rg a n isa tio n s  and eco n o m ists , n e v e r th e le s s , have been  led  to  a ttem pt 
the  ta sk  b ecau se  of the  em ergence  of the  E E C  and E F T A .
T he scope of the  e ffec t of in te g ra tio n  could  involve a n a ly s is  of;
(a) The e ffect of in te g ra tio n  on the tra d e  of the  m em ber c o u n tr ie s  in  
the  in te g ra te d  a r e a ,  w ith a ll th e  accum ulative  e ffec ts  on G N P, b a lan ce  
of paym ent, a g g re g a te  dem and and  consum ption, exchange r a t e s ,
and em ploym ent,
(b) Then one could go fu r th e r  in  the a n a ly s is  to  in v e s tig a te  the  e ffec t 
of in te g ra tio n  on the tra d e  of in d u s tr ie s*  T hat i s  by m easu rin g  the  
e ffect on the t r a d e  of each  in d u s try  s e c to r  and hence in v e s tig a tin g  th e  
re a so n s  th a t w e re  the  cau se  of tra d e  in c re a s e ;  e ith e r  a s  tr a d e  c re a tio n  
o r  tra d e  d iv ers io n ; o r  indeed  th o se  re a s o n s  th a t w ere  behind  a  tra d e  
d e f ic it . F o rc e s  th a t le ad  to  e ith e r  of the above r e s u l ts  invo lve the  
in te rn a l s t ru c tu re ,  r e s o u r c e s  and o p e ra tio n s  of an in d u s try  in  a  m em ber 
coun try  a n d /o r  the  e x te rn a l econom ic env ironm ent th a t in fluence  i ts  
com petitive p o s itio n . T hat is  in  com parison  to  th e ir  c o u n te rp a r t in the 
in te g ra te d  a r e a .
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(c) A nother dim ension fo r  m easu rin g  the e ffect of in te g ra tio n  i s  the 
in v estig a tio n  a t  the  m anufacture  le v e l . T h is  would s h a re  a  g re a t  d eal of 
the  fa c to rs  a n a ly sed  in  the  above in v e s tig a tio n , but would go down to 
the  d e ta ils  th a t a ffec t the  p e rfo rm an ce  and  the  com petitive  p o sitio n  of 
the  ind iv idual m an u fac tu re . E xam ples of th o se  re la te d  a ffec tiv e  fa c to r s  
a r e  o rg a n isa tio n a l s t r u c tu r e ,  ap p lica tio n  of the  la te s t  technology  in  the 
in d u s try , fo rm s of econom ies of s c a le  and e ffic iency  and sp ec ia l q u a lity  
and s ta n d a rd  a tta ch e d  to  the  p ro d u c t.
E ach  of the  above in v es tig a tio n s  would re q u ir e  a  d iffe ren t a p p ro a ch  of 
a n a ly s is  and would a sk  fo r  a  sp ec ia l method to c a r r y  i t  ou t. In the  
meantim e i t  is  d ifficu lt to  is o la te  the  e ffec ts  and the  r e s u l t s  of each  
in v estig a tio n  from  the o th e r  a s  m ost of the e ffec tiv e  fa c to rs  in  each  a r e  
in te r - r e la te d , and  h e re  l ie s  a  m ajor lim ita tion  to  any ap p ro ach  th a t d oes 
not take  accoun t of the  o th e r .  T ha t is  beside  the  lim ita tio n  th a t is  
re la te d  to the  m ethodology of each  a p p ro a ch .
H ence we w ill re v ie w , in  th e  pages to  com e, th e  w ould-be m ethod(s) 
of each  of the  th re e  m entioned in v es tig a tio n s  and  the  lim ita tio n s  a tta ch e d  
to e ac h .
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(a ) M ethods and lim ita tio n s  of in v estig a tin g  th e  e ffec t of in te g ra tio n  
on the  tr a d e  of a  m em ber s ta te (s )
A com prehensive  argum ent in  that r e g a rd  w as done by V ic to ria
( 13)C u rzo n ' '  when she d rew  le s s o n s  of E F T A  ex p erien ce  in  h e r  w ork  fo r  
the T rad e  P o licy  R e se a rc h  C e n tre , F o r  th a t, she  r e f e r r e d  to  th e  
follow ing s tu d ie s .
( 1 4 )A Study by EFT A  S e c r e t a r i a t '  can claim  to be o r ig in a l in  i t s  own 
r ig h t ,  although i t  ow es a  debt to e a r l i e r  s tu d ie s , each  of w hich 
r e p re s e n ts  a  s tep  in  the  p ro c e s s  by which th e  p a r t ic u la r  model w as 
developed .
In 1967 the  GATT S e c r e ta r ia t  pub lished  a study of th e  im port t re n d s  
in  both EFT A  and the  EE C  co v erin g  two p e r io d s , 1955-60 and 1960-65 .
N oting th a t the  income e la s tic ity  of demand fo r  im ports  in  both g roup ings 
a p p ea re d  to have rem ain ed  co n stan t from  1952 to 1966, GATT exp lained  
th a t although im p o rts  in  E E C  and EFTA  grew  about tw ice  a s  fa s t  a s  the 
G N P, the  r a t io  betw een the  annual grow th r a te s  of im ports  and of GNP 
s ta t is t ic s  a t co n stan t 1952-1954 p r ic e s  su g g es te d , h o w ev er, th a t no such  
in c re a s e  in  th e  p ro p en s ity  to tra d e  had o c c u r re d . The GATT S e c r e ta r ia t  
d rew  the conclusion  th a t no tra d e  c re a tio n  a p p e a re d  to  have taken  p lace  
and decided  to c o n ce n tra te  th e ir  a tten tio n  on tra d e  d iv e rs io n . In o rd e r  
to m easu re  th is  unknown q u an tity , and  h e re  we a r e  co n ce rn ed  about the  
method ado p ted , GATT conducted a s ta t is t ic a l  exam ination of the ex ten t 
to w hich E u ro p ean  im ports  had sh ifted  from  th ird  c o u n trie s  to th e  two 
re g io n a l g ro u p s .
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Some one hundred  commodity g roups w e re  taken  in to  acco u n t, but n o n - 
E u ro p ean  p ro d u c ts  (p rin c ip a lly  tro p ic a l goods and c e r ta in  m in e ra ls ) 
w ere  excluded from  the s tu d y .
In o rd e r  to cope w ith the  fa m ilia r  problem  of how much to a t tr ib u te  to  
in te g ra tio n  and how much to  o th e r in te rv en in g  v a r ia b le s  when exam ining 
d is to r tio n s  in  th e  p a tte rn  of t r a d e ,  th e  GATT stuify a ttem pted  to accoun t 
fo r  two p o ss ib le  v a r ia b le s  b e s id e s  in teg ra tio n ;
(a) "R e la tiv e  im portance  of m a rk e ts" ; and
(b) "Commodity com position", ca llin g  a  th ird  e lem ent,
(c) "R esid u a l dev iation" ; th is  la s t  con tained  the in te g ra tio n  e ffe c t .
The f i r s t  e lem en t, r e la tiv e  im portance  of m a rk e ts , a ttem p ted  to  acco u n t 
fo r  the fac t th a t th ird  c o u n tr ie s  ex p o rtin g  in itia lly  a  la rg e  p a r t  of th e i r  
e x p o rts  to  ra p id ly  grow ing m a rk e ts , such  a s  West G erm any, would be 
expec ted  to  m ain tain  th e ir  ex is tin g  volum es to  s tagnan t o r  d eclin ing  
m ark e ts  in  the  a g g re g a te . On a n a ly s is  th is  elem ent tu rn e d  out to  be of 
v e ry  m inor im p o rtan ce .
The second e lem en t, commodity com position , a ttem pted  to  account fo r  a  
s im ila r  phenom enon, the fa c t tha t th ird  c o u n tr ie s  ex p o rtin g  p rim ary  
p ro d u c ts  to  E u ro p e  w ould, in  any c a s e , have su ffe red  a  re la tiv e  lo s s  of 
o v e ra ll market s h a re s  by com parison  w ith th ird  c o u n trie s  ex p o rtin g  p rim arily  
m anufactu red  goods, fo r  w hich demand would have rem a in ed  re la t iv e ly  
buoyant. A s the above study concluded , th is  elem ent accoun ted  fo r  betw een 
25 and  50 p e r  cen t of to ta l d ev ia tions in  the EE C  from  1960 to  1965, and  
fo r  betw een 20 and  25 p e r  ca it of to ta l d ev ia tio n s  in  E F T A .
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The th ird  e lem en t, r e s id u a l  d ev ia tio n , w as defined a s  "the  p o sitive  o r  
negative  changes in  the  s h a re  of an  ex po rting  a r e a  in  the m arket of a 
re g io n a l g roup ing  due to  the o p e ra tio n  of fa c to rs  o th e r than  th e  f i r s t  
two e lem en ts . It inc luded  th e  e ffec t of re g io n a l in te g ra tio n  on the  p a tte rn  
of tra d e  but a lso  inc luded  o th e r  unknown f a c to r s ,  such a s  a lte ra t io n s  in  
tra d e  flow s due to  changes in  an exporting  a r e a 's  com petitive  position  
due to  techno log ica l ch an g e , g ro w th , n a tu ra l r e s o u rc e  d is c o v e r ie s ,  e tc .  
and  o th e r lo n g - te rm , u n d erly in g  t r e n d s .
"R esid u a l dev ia tion" w as ca lc u la te d  on the assum ption  th a t s h a re s  in  
E u ro p ean  im port m ark e ts  would have rem ain ed  unchanged from  1955 to 
1 960 and  from  1960 to 1965 if none of the  th re e  m easu red  v a r ia b le s  had 
d is to r te d  th e  p ic tu re . GATT w arn s  the  r e a d e r  th a t i t s  " re s id u a l 
d ev e ia tio n s"  do not co n s titu te  a  m easurem ent of " tra d e  d ev ia tio n " , but 
po in ts out th a t the  c re a tio n  of re g io n a l g roups does not a p p e a r  to  have 
m odified the  incom e e la s tic ity  of dem and fo r  im p o rts .
In s h o r t ,  the  GATT stu d y , lim ited  to exam ining sh if ts  in  the s o u rc e s  of 
E u ro p ean  im p o rts , su g g es ts  th a t if the EE C  and EFTA  have had tra d e  
d iv e rtin g  e f fe c ts , they  have o c c u r re d  m ainly in  in tra -E u ro p e a n  tr a d e  
flow s and  th ird  co u n trie s  have su ffe re d  com parative ly  l i t t l e .  The 
ten ta tiv e  su g g estio n  made by th e  GATT S e c r e ta r ia t ,  to th e  e ffec t that 
s in ce  the  s ta t is t ic s  do not in d ica te  the p re se n c e  of t r a d e  c re a t io n , the 
" re s id u a l dev ia tio n "  f ig u re s  may be an  approxim ation  of t r a d e  d iv e rs io n , 
i s  an hy p o th esis  w hich is  not w holly confirm ed by the B a la s sa  and  EFTA  
s tu d ie s  exp lained  below . Both th e se  s tu d ie s  su g g est th a t t r a d e  c re a tio n  
h a s  taken  p la c e , and th e  second  EFTA  study su g g es ts  th a t t ra d e  c re a tio n  
h as outw eighed tra d e  d iv e rs io n .
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While the GATT S e c r e ta r ia t  a ttem pted  to accoun t fo r  two in te rv en in g  
v a r ia b le s  in  o rd e r  to ach iev e  re a so n a b ly  so p h is tic a te d  r e s u l t s  in  i t s  
m easurem ent of changes in  E u ro p e ’ s p a tte rn  of t r a d e ,  P r o fe s s o r  
B alassa^^^^ com pared  changes in  incom e e la s t ic i t ie s  of im port in  
in t r a -  and e x tra -E E C  tra d e  b e fo re  and  a f te r  in te g ra tio n , a ssu m in g  tha t 
incom e e la s t ic i t ie s  would have rem a in ed  unchanged in  the  a b sen ce  of 
in te g ra tio n . The GATT stu d y , a s  we saw , d rew  a tten tio n  to  the  fac t 
th a t o v e ra ll a v e ra g e  im port e la s t ic i t ie s  had not changed sig n ifican tly  in  
the E E C  and E F T A , but B ela  B a la s sa  noted  th a t " c o n s id e ra tio n  of to ta l 
ex p o rts  and im p o rts  h as  only lim ited  in te r e s t ,  s in ce  a g g re g a te  r e s u l t s  
may concea l changes in  opposite  d ire c tio n s  w ith r e s p e c t  to ind iv idual 
com m odities and  commodity g ro u p s" .
P r o fe s s o r  B a la s sa  d is tin g u ish ed  betw een sev en  p ro d u c t g roups b ased  
on the  S ta n d a rd  In te rn a tio n a l T rad e  C la ss if ic a tio n  (SITC ) and  re la te d  
r e a l  im port grow th  r a te s  fo r  two p e rio d s  (1953-59 and 1959-65) to  r e a l  
r a te s  of grow th in G N P. The find ings w ere  d e fla ted  acco rd in g  to  the  
a p p ro p ria te  im p o r t-p r ic e  in d ice s  fo r  ind iv idua l c o u n tr ie s . B a la s sa 
in te rp re te d  h is  r e s u l t s  a s  fo llow s; "A r i s e  in  th e  incom e e la s tic ity  
of demand fo r in t r a - a r e a  im p o rts  is  ev idence  of g ro s s  tra d e  
c re a tio n  (that i s ,  tra d e  c re a tio n  p lus tra d e  d iv e rs io n ) , an in c re a s e  in 
the  e la s tic ity  of demand fo r  im p o rts  from  a ll  so u rc e s  of supply becom es 
ev idence of t r a d e  c re a tio n  p ro p e r ,  and a fa ll in  the income e la s tic ity  of 
demand fo r  e x t r a - a r e a  im p o rts  su g g es ts  the  e x is ten ce  of tra d e  d iv e rs io n " .
P r o fe s s o r  B a la s sa  found th a t the income e la s tic ity  of demand fo r  in tra -E E C  
im ports  ro s e  from  2 .4  to  2 .8  betw een h is  two re fe re n c e  p e rio d s  (th is  
w as g ro s s  tra d e  c re a tio n  com posed of both t r a d e  c re a tio n  plus tr a d e  
d iv e rs io n ) . In the m eantim e, the  E E C 's  e la s tic ity  of demand fo r  im ports
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from  th ird  c o u n trie s  (which ought to have shown tra d e  d iv e rtin g  
ten d en c ie s) a c tu a lly  r o s e  one point from  1 .6  to  1 .7 ,  in s te a d  of 
d eclin ing  a s  one would have ex p ec ted . F in a lly , th e  E E C ’s e la s tic ity  
of dem and fo r  im ports  from  both in t r a -  and  e x t r a - a r e a  so u rc e s  ro s e  
th re e  po in ts from  1 .8  to  2.1 , suggesting  th e  e x is ten c e  of tra d e  
c re a tio n .
G ATT, noting tha t although the E E C  and EFTA  im p o rts  ten d ed  to  grow 
about tw ice  a s  fa s t  a s  G N P, th e ir  e la s tic ity  of demand fo r  im p o rts  had 
not r i s e n  ’’su b s ta n tia lly "  from  1952 to 1966 and concluded th a t l i t t le  o r 
no tra d e  c re a tio n  had  taken  p la c e . B a la s s a ,  on th e  o th e r  han d , concluded  
th a t s in ce  th e  E E C  had  ex p e rien ced  a sm all but o b se rv ab le  in c re a s e  in  
i ts  e la s tic ity  of dem and fo r  a g g re g a te  im p o rts , th e re  w as no in d ica tio n  
of t r a d e  d iv e rs io n .
Upon d isag g reg a tio n , how ever, B a l a s s a ’s find ings su g g ested  th a t 
d iv e rs io n  h ad , in  fa c t , o c c u r re d  in  some p ro d u c t g ro u p s , but th a t it 
had been  m ore than  com pensated  fo r  by changes in  th e  opposite  d ire c tio n  
in  fu e l, m achinery  and t r a n s p o r t  equipm ent. T h is  in c re a s e  in  th ird  
coun try  tra d e  a p p e a rs  to  have been  due to  w hat GATT ca lled  
"commodity com position", nam ely , the demand fo r  c e r ta in  p ro d u c ts , 
such  a s  liqu id  fu e ls ,  m achinery  and investm ent goods, r i s e s  f a s te r  in 
re la tio n  to GNP than  demand fo r  goods le s s  in tim ate ly  linked  to 
in d u s tr ia l  grow th and in v estm en t.
(17)T aking  m ach inery  a lo n e , a  GATT stu d y ' '  h as shown th a t w o rld  tra d e  
in  en g in ee rin g  p ro d u c ts  h a s  been  the m ost ra p id ly  grow ing s e c to r  of 
w orld  p roduction  and t r a d e .  F u r th e rm o re , th is  lo n g -te rm  a c c e le ra tio n
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of in te rn a tio n a l exchanges c an , in  g re a t p a r t ,  be a ttr ib u te d  to  
in c re a s e d  sp e c ia liz a tio n  among in d u s tr ia liz e d  c o u n tr ie s ,  when c e r ta in  
equipm ent can be ob ta ined  only from  one o r  two c o u n tr ie s ;  fa c to rs  such  
a s  ta r if f s  o r  ta r i f f  d isc rim in a tio n  a s  a  r e s u l t  of in te g ra tio n  w ill not 
no ticeab ly  a ffe c t t ra d e  p a t te r n s . Even when c a p ita l equipm ent is  
fa ir ly  s ta n d a rd , if i t  e n ta ils  heavy ex p en d itu re  th e re  w ill be some 
im portan t e lem en tsbesides p r ic e  a lone  w hich w ill de te rm in e  the  cho ice  
of a  so u rc e  of supp ly , such  a s  d e liv e ry  d a te s ,  c re d i t  te rm s  and a f t e r ­
s a le s  s e r v ic e s .  In deed , the  p re se n c e  o r  ab se n c e  of ta r i f f s  and  
d isc rim in a tio n  does not seem  to have a ffec ted  the  bulk of the  most 
ra p id ly  grow ing s e c to r  of w o rld  tra d e  -  th a t i s ,  e n g in ee rin g  p ro d u c ts  
u n der head ings 71 and  72 of the  S IT C . Only 99  ̂ of th is  tra d e  is  com posed 
of consum er goods ; c ap ita l equipm ent a cco u n ts  fo r  the  re m a in d e r , w hich 
helps to  exp la in  why th e  E E C ’s e la s tic ity  of dem and fo r  th ird -c o u n try  
im ports  of th is  type should  have r i s e n  a f te r  in te g ra tio n  from  0 ,9  to  2 .5 .
T hus a t le a s t  p a r t  of the in c re a s e  in  th e  E E C ’s o v e ra ll  income 
e la s tic ity  of demand fo r  im p o rts  h as  been due to  fa c to rs  w hich may have 
been  independent of in te g ra tio n . B ut, b e s id e s  the  commodity com position  
fa c to r  m entioned ab o v e , th e re  w ere  a lso  some im portan t changes in the  
environm ent tak ing  p lace  a lo n g sid e  th e  fo rm ation  of th e  EEC  and E F T A , 
nam ely, the  p ro g re s s iv e  elim ination  of q u an tita tiv e  r e s t r ic t io n s  to  t r a d e  
th rough  the 1 9 5 0 s , the r e tu r n  to  co n v e rtib ility  a t th e  end of 1 9 5 5 , th e  
end of d o lla r  d isc rim in a tio n  and the  ta r i f f  cu ts  made a f te r  the  D illon 
Round in  1 960.
Although th o se  v a rio u s  changes have undoubtedly  co n trib u ted  to 
in c re a s in g  E u ro p e ’s o v e ra ll e la s tic ity  of dem and fo r  im ports  from  I960  
o n w ard s , it  is  n e v e r th e le s s  safe  to assum e th a t in te g ra tio n , both in  the
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EE C  and  E F T A , w orked  in  th e  sam e d ire c tio n . It is  th e re fo re  p o ss ib le  
to  d iscoun t the excep tiona l r e s u l t s  of B a la s s a ’s findings w ith r e s p e c t  
to  th ird -c o u n try  tra d e  (ind ica ting  no tra d e  d iv e rs io n ) a s  being  cau sed  by 
fo rc e s  s tro n g e r  than  th o se  of d isc r im in a tio n , w hile th e  p o sitiv e  r e s u l t s  
fo r  to ta l EEC  t r a d e ,  in d ica tin g  tra d e  c re a tio n , m ust be d e fla ted  by a 
c e r ta in  am ount, It is  not p o s s ib le , ho w ev er, to  e stim ate  the  amount by 
w hich B a la s sa  ’ s find ings should  be ad ju s ted ; a l l  one can do is  to keep  
in  mind th a t some ad justm ent is  n e c e s sa ry  and  th a t the  e n tire  change in  
incom e e la s t ic i t ie s  of dem and fo r  im ports  in  E u ro p e  cannot be a ttr ib u te d  
to  in te g ra tio n  a lo n e .
If th is  lim ita tion  is  kep t in  m ind, B ela  B a la s s a ’ s method p ro v id es  a  
ro u g h  guide to tra d e  c re a tio n  and  d iv e rs io n  in  an  in te g ra tio n  a r e a .
A no ther in te re s t in g  m ethod, of a  high academ ic o r d e r ,  w hich d e s e rv e s  
c a re fu l a p p re c ia tio n  is  d e riv e d  from  the  study by E FTA  S e c r e ta r i a t '  
u n d e rtak en  acco rd in g  to EFT A  ' s M in is te ria l C ouncil d ec is io n  in  
May 1966, The Council decided  th a t the E FTA  S e c r e ta r ia t  should  
" rev iew  and  a n a ly se  the  e ffec ts  of the d iv e rg en ce  betw een the  two 
E u ro p ean  tra d in g  g roups (EEC and E F T A ) and a s s e s s  the  w aste  of 
e x is tin g  and  p o ten tia l r e s o u rc e s  involved  in  th is  d iv ision  of E u ro p e " , 
The findings of th is  in v estig a tio n  a r e  p u b lished  in  two p a r t s .
The EFTA  s tu d ie s  begin  by com paring  r e a l  and  hypo the tical t r a d e  flo w s, 
the  l a t t e r  being  c a lcu la ted  on the  assum ption  th a t tre n d s  o b se rv ed  in  a  
p rev io u s  tim e sequence  would have continued  unchanged in  a  su bsequen t 
p e r io d , had it  not been fo r  th e  im pulse aw ay from  tre n d  given by th e
(*) Op. c i t .  R ef .  No. 6 .
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v a r ia b le  under o b se rv a tio n  (in th is  c a s e , E F T A ). The d iffe ren ce  
betw een the  hypo the tica l r e s u l t  and  th e  o b se rv ed  r e s u l t  i s  thus the 
" in te g ra tio n  e ffe c t" . T h is  method is  one of the  most commonly u sed  
to  a s s e s s  the g ro s s  e ffec t of in te g ra tio n  on tr a d e  flo w s. I t would a lso  
be p o ss ib le  to  c a lc u la te  hypo the tical tra d e  flow s w ithin  the  sam e tim e - 
sequence  a s  the  r e a l  ones w ith w hich they  a r e  to  be com pared , p ro v id ed  
one can find  a " ty p ica l"  and  u n d is to rte d  tra d e  flow  a s  a  b a s is  fo r  
co m p ariso n . I t i s ,  h o w ev er, d ifficu lt to  u se  th is  la t te r  method w ith 
r e s p e c t  to  the  EE C  and E FTA  s in ce  a ll  E u ro p ean  t r a d e  flow s have been  
d is to r te d  one way o r  a n o th e r (and a t the sam e tim e) by in te g ra tio n  
e f fe c ts , and  one cannot u se  the  tra d in g  b eh av io u r of n o n -E u ro p ean  
developed m arke t econom ies (like  C anada, Jap an  o r  the U .S , )  a s  a  
s ta n d a rd  by w hich to  m easu re  tra d e  d is to r tio n s  in  E u ro p e , One could  
a ls o ,  a t a  v e ry  low le v e l of so p h is tic a tio n , m ere ly  com pare ch an g es  in  
r e a l  tra d e  flow s betw een tw o p e r io d s , but th is  method would not p e rm it 
one to  d is tin g u ish  th e  un d erly in g  tre n d  from  the  exogenously  d e te rm in ed  
im pulse being c o n s id e re d .
The E FTA  S e c r e ta r ia t  th e re fo re  c a lcu la ted  the "E F T A  e ffec t"  by 
a ssu rd n g  th a t ,  in  the a b sen ce  of EFTA  m em bersh ip , supply p a tte rn  fo r  
a  given commodity (both im p o rts  and  dom estic  p roduction) w ould have 
developed from  1 959 to 1965 in  the  same way a s  it  had from  1954 to  1959. 
The d iffe ren ce  betw een th is  hypo thetical f ig u re  fo r  im ports  and a c tu a l 
im p o rts  in  1 965 i s  te rm ed  the  "EFTA  e ffe c t" , w hich in c lu d es  both  t r a d e  
c re a tio n  and tra d e  d iv e rs io n . The r e s u l t  is  concep tually  s im ila r  to  
B a la s s a ’s "com petitive  effect"  and G A T T ’s " re s id u a l d e v ia tio n " , 
although the  m ethods of ca lcu la tio n  a r e  d iffe ren t in  a ll  th e se  c a s e s .
The E FTA  s tu d ie s  in  p a r t ic u la r ,  include tre n d s  in dom estic p ro d u c tio n , 
a  refinem en t not a ttem pted  by e ith e r  of the  o th e r  two s tu d ie s . On the
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o th e r hand , i t  does not a ttem pt to  accoun t fo r  m easu rab le  v a r ia b le s  
like  the  " re la t iv e  im portance  of m ark e ts"  o r  "commodity com position", 
a s  the  GATT study d id .
The o rig in a lity  of the  E FTA  model l ie s  in  the  fac t th a t th re e  b a sic  
v a r ia b le s  in  th e  n a tiona l m ark e ts  a r e  tak en  in to  a cco u n t, nam ely:
(a) im p o rts  from  E F T A ,
(b) im p o rts  from  th ird  c o u n tr ie s , and
(c) dom estic  p roduction  consum ed a t hom e.
T h ese  th re e  v a r ia b le s ,  added  to g e th e r , co n stitu te  a p p a ren t consum ption , 
and th ey  a r e  ca lc u la te d  fo r  th ir ty  s ix  com m odities, in  o rd e r  to  p ro duce  
the  h y p o the tica l o rd e r s  of m agnitude d e sc r ib e d  in  the  p re c ed in g  p a ra g ra p h . 
R ea l f ig u re s  a r e  then  am assed  fo r  th e  sam e v a r ia b le s ,  and the  d iffe ren ce  
betw een  them  becom es th e  "E F T A  e ffec t"  by apply ing  B a la s s a ’s 
concep tual fram ew ork  to the  f ig u re s  a t hand . *
T h u s , if the  sh a re  of EFTA  im p o rts  in  consum ption is  above tre n d  w hile  
th a t of dom estic p roduction  is  be low , w ith  th a t of th ird  c o u n trie s  
rem ain ing  e q u a l, one a ssu m es the  e x is ten c e  of t ra d e  c re a tio n .
C o n v erse ly , if th e  sh a re  of EFTA  im ports  i s  above t r e n d , w hile th a t 
of th ird  c o u n trie s  below , one a ssu m es t r a d e  d iv e rs io n  to be p re s e n t .
T h e re  a r e ,  in d eed , o th e r  lo g ica l v a r ia tio n s  on th is  them e, m ost of w hich 
a r e  un likely  (fo r in s ta n c e , th ird  co u n try  t r a d e  and  dom estic p roduction  
a r e  above t r e n d , w ith E FTA  im p o rts  below , o r  a l l  a r e  below tre n d , o r  
a ll  above) and of no help  in  se p a ra tin g  tr a d e  c re a tio n  from  tra d e  
d iv e rs io n .
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The f i r s t  two c a s e s ,  h o w ev er, do give unam biguous and s e p a ra te  r e s u l t s  
fo r  tr a d e  c re a tio n  and  tra d e  d iv e rs io n , a lso  d is tin g u ish in g  betw een 
t r a d e  d iv e rs io n  and  tr a d e  c re a tio n  even though they  o c cu r sim ultaneously  
fo r  the  sam e p ro d u c t.
The E FTA  model is  b ased  upon two r e a l i s t ic  a ssu m p tio n s . F i r s t ,  i t  is  
assu m ed  th a t a  high ta r i f f  d eno tes re la t iv e ly  high dom estic p ro d u c tio n  
c o s ts ,  and  seco n d ly , s in ce  a ll  fo re ig n  so u rc e s  of supply a r e  su b jec t to  
the same ta r i f f  b e fo re  in te g ra tio n , the  p a tte rn  of supply in  the 
p re - in te g ra tio n  p e rio d  w ill r e f le c t  the  r e la t iv e  c o s ts  of p ro d u c tio n  in  
fo re ig n  c o u n tr ie s .
The com puted r e s u l t s  fo r  the d iffe ren ce  betw een a c tu a l and  h y p o the tica l 
im p o rts  from  EFTA  and non-E F T A  so u rc e s  w e re  only the s ta r t in g -p o in t 
fo r  th e  e s tim a te s  of the o v e ra ll  e ffec t of EFTA  on t r a d e .
(a) F i r s t ,  th e re  w e re  a  num ber of b iz a r r e  r e s u l t s  w hich could not 
be in te rp re te d  e i th e r  w ay, and w hich w e re  ig n o red  in  the  g lobal 
c a lc u la tio n s .
(b) S eco n d ly , in  c a s e s  w h ere  ta r i f f s  w e re  z e ro  o r  n e a r  z e r o ,  i t  
w as assum ed  th a t the im pact of E FTA  w as lik e ly  to  have been 
neg lig ib le  and  any p o sitiv e  r e s u l t s  given by the  in itia l c a lc u la tio n s  w e re  
r e je c te d ;  and fin a lly
(c) the E FTA  S e c r e ta r ia t  had a  unique opportun ity  to  hold 
d isc u ss io n s  w ith  governm ent o ff ic ia ls , r e p re s e n ta t iv e s  of in d u s try  and  
o th e r  inform ed p a r t ie s ,  a s  a  r e s u l t  of w hich we q u o te , "a  num ber of 
sp ec ia l fa c to rs  th a t w e re  d isc o v e re d  and w hich have in fluenced  EFTA
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t r a d e  so th a t the  o rig in a l com puted r e s u l t s  do not a lw ays r e a l is t ic a l ly  
r e f le c t  the in fluence  of E F T A " , The in form ation  ob tained  in  th is  w ay , 
i t  is  c la im ed , we quo te , "w as u su a lly  su ffic ien t to make it p o ssib le  to  
avo id  c o n s id e ra b le  e r r o r s  of in te rp re ta t io n " .
The fac t th a t the  E F T A  s tu d ie s  tak e  the  ta r i f f  fa c to r  into c o n s id e ra tio n , 
a s  w ell a s  random  but im portan t in fo rm ation  such a s  the  d isc o v e ry  of new 
te ch n iq u es , the  opening of new fa c to r ie s ,  the a c tiv it ie s  of firm s  c o n tro lle d  
from  ou tside  E F T A , th e  a v a ilab ility  of t r a d e  c re d it  and so fo r th , len d s  
much c re d en c e  to the r e s u l t s .
H ow ever, a s  the S e c r e ta r ia t  i ts e lf  po in ts ou t, " it  is  of c o u rse  qu ite  
im possib le  to  claim  a  high d e g re e  of a c c u ra c y  fo r  th e  e s tim a te s  of E F T A  
e ffec t a r r iv e d  a t " .
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(b ) M ethod(s) and lim ita tio n s  of in v estig a tin g  the  e ffec t of in te g ra tio n  
on th e  in d u s try  lev e l
If we focus on the  m ethods u sed  to  m easu re  the  e ffec t of in te g ra tio n  on 
tra d e  in  the  in d u s try  le v e l , a s  the lo g ica l follow ing s tep  to  th o se  m ethods 
ju s t  rev iew ed  in  re la tio n  to  the  co un try  le v e l , we found th a t the w ork
(■X-)
done by H an and L ie s n e r  i s  the  m ost in te re s t in g  in  th a t r e g a r d .  They 
attem pt to  ta ck le  the q u e s tio n , w hich B r it is h  in d u s tr ie s  (p ro d u c e rs )  a r e  
lik e ly  to  be fav o u rab ly  a ffec ted  by B r i ta in 's  e n try  into the E u ro p ean  
Econom ic Community, in  the  sen se  th a t output in  some in d u s tr ie s  w ill be 
h ig h e r than  i t  would o th e rw ise  have b een , w h ils t fo r  o th e rs  th e  outlook 
would be a d v e r s e .
The main to o ls ,  in  th e ir  r e s e a r c h ,  a r e  an  a n a ly s is  of th e  com parative  
fo re ig n  tra d e  p e rfo ra n c e s  of B r i t is h  and EE C  m anufactu ring . T hey l is te d  
230 com m odities w ith  two ra n k  o r d e r s ,  item s p laced  to w ard s  th e  to p  end 
of th e i r  l i s t  a r e  goods in  w hich , on the  ev idence  of p a s t t ra d e  p e rfo rm an c e , 
th e  U K ’ s com petitive p o s itio n  r e la t iv e  to  the  E E C ’s is  s tro n g , w h ils t 
item s a t the lo w er end of th e  ra n k  o rd e r  a r e  com m odities in  w hich th e  U K ’ s 
p a s t r e c o r d ,  again  in  re la tio n  to th a t of the  E E C  c o u n tr ie s , is  p o o r.
T h e ir  b a s ic  h y p o th esis  i s  th a t the p a tte rn  of t r a d e ,  p r io r  to  the  ab o litio n  
of ta r i f f s  and of o th e r  t r a d e  b a r r i e r s  p ro v id es  an  in d ica tio n  of u n d erly in g  
com parative  co st co n d itio n s , w hich in  tu rn  would be one of the  d e te rm in an ts  
of the  p a tte rn  of tra d e  and  hence of dom estic  p ro d u c tio n  a f te r  th e  
en largem en t of the  Common M arket.
(*) Op. c i t .  R e f .  N o. 4 .
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T h e ir  a ssu m p tio n s , th e re fo re ,  a r e  bu ilt upon two main fa c to rs :
(a) The kind of ra n k  o rd e r  they  d raw  up does co n stitu te  a  re f le c tio n  
of co m parative  c o s t cond ition , on the  one hand , and
(b) on the o th e r  hand , the re la tio n s h ip  betw een re la t iv e  tra d e  
p e rfo rm an ces  u n d erly in g  co m parative  co s t cond ition .
The main c r i t ic is m  fo r  both assu m p tio n s  a r e  a s  fo llow s:
F i r s t :  Com m odities ra n k  o rd e r
The u ltim ate  aim  of a  r e s e a r c h  such  a s  th e i r s  (and the  p re s e n t one) 
is  to  seek  th e  e ffe c ts  of UK a c c e s s io n  to  th e  EE C  upon B r i t is h  
m anufactu ring  in d u s try , and th a t th e  need  to  com pare th e ir  p e rfo rm an ce  
w ith th a t of th e  n o -e n try  c a s e ,  w ith  r e fe re n c e  to  th is  o b jec tiv e , a  
com parative  c o s t ra n k  o rd e r  did  not get them  far., b ecau se  a  num ber of
o th e r  d e te rm in an ts  a r e  a lso  invo lved  in  a m ajor w ay, a s  Han and  L e is n e r
(*)a rg u e '
"(a) in  o rd e r  to  e s ta b lis h  such  a  re la tio n s h ip , one should  go beyond an 
exam ination of com parative  c o s t ,  and  to  take  in to  accoun t the p ro p o rtio n s  
of both the  B r it is h  and  th e  E E C  m arke t w h ichbefo re  B r it is h  en try  a r e  
supplied  by UK, EE C  and th ir d  co u n try  p ro d u c e rs  re s p e c tiv e ly , and  to 
do so we re q u ir e  the  follow ing data:
-  T ra d e  betw een the  UK and the E E C ,
-  Im ports from  th ird  c o u n tr ie s
(*) op. c i t .  pp. 1 8 -2 0 .
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-  dom estic  UK and E E C  output fo r  the  home m ark e t.
The th ird  fa c to r  p re s e n ts  v e ry  co n s id e ra b le  s ta t is t ic a l  d iff icu ltie s  
e sp e c ia lly  re g a rd in g  the  lim ited  r e s o u rc e s  co n ce rn ed .
(b) The ex ten t to  w hich a  p a r t ic u la r  B r it is h  o r  E E C  in d u s try  can  
expec t to  r a i s e  ex p o rts  to  a  p a r tn e r  above w hat they  would o th e rw ise  
have b een , w ill a lso  depend on th e  re a c tio n  of lo c a l and th ird  co u n try  
p ro d u c e rs  to  the r e la t iv e  cheapening  of B r i t is h  commodity b rough t about 
by the  ta r if f  re d u c tio n , they  may a d ju s t th e i r  te rm s  in  o rd e r  to  m eet the 
new com petition , o r  a lte rn a tiv e ly  p re fe r  to  sw itch  r e s o u rc e s  in to  o th e r  
a c t iv i t ie s .  T h is  is  a  p roblem  w hich could  not be handled  s a tis fa c to r i ly  
a s  a  p a r t  of s ta t is t ic a l  a n a ly s is  and w ithout in tim ate  know ledge of the  
p ro d u c ts  and  m ark e ts  invo lved .
(c) The th ir d  point c o n ce rn s  th e  ba lan ce  of paym ents im p lica tio n s  of 
th e  in c re a s e  in  tra d e  flo w s. A dditional UK ex p o rts  of the goods in  
w hich th e  UK is  re a so n a b ly  com petitive would in  th em selv es  tend  to  
im prove the  UK tra d e  ba lan ce  (and w o rsen  the  E E C ’s ) , w h ils t the  grow th 
of im ports  of goods p laced  to w ard s  th e  lo w er end of the  ra n k  o rd e r  would 
w o rsen  the B r i t is h  paym ent p o s itio n .
The d iffe ren c es  betw een the  in c re a s e s  in  e x p o rts  and im p o rts  m ust 
a c c o rd  w ith w h a tev e r b a lance  of tra d e  on m anufactu res a s  a  w ho le , would 
be com patible w ith the  re q u irem en t th a t both the UK ’ s and the  E E C  ’ s 
o v e ra ll b a lance  of paym ents (v is -a -v is  a ll  c o u n trie s)  would be in 
equ ilib riu m . If th is  is  not fu lf ille d , th e  e ffec ts  of a  g e n e ra l p r ic e  
ad justm en t would have to  be c o n s id e re d .
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A re la t iv e  fa ll in  UK p r ic e s  should  b r in g  about an  ad d itio n a l expansion  
of e x p o rts  and  a  red u c tio n  in  im p o rts  re la t iv e  to  th e  in itia l in c re a s e ;  
a r i s e  of UK p r ic e s  would have th e  opposite  e ffe c t . C hanges in  r e la t iv e  
p r ic e s  would a lso  a ffec t UK and E E C  s a le s  to , and  p u rc h a se s  fro m , 
th ird  m a rk e ts , and th e se  would have to  be b rough t in to  th e  p ic tu re  a s  
they  c le a r ly  in fluence  both p a r tn e r s ' b a lance  of paym ents p o s it io n ,"
Han and L ie s n e r  summed i t  up;
"In g e n e ra l the re la tio n sh ip  betw een a  com m odity 's  p o s itio n  on the 
ra n k  o rd e r  and  the  d ire c tio n  of th e  E E C  effec t i s  b e s t  re g a rd e d  a s  a  
m a tte r  of p ro b ab ility  r a th e r  than  of c e r ta in ty  . . . "
S econd: F o re ig n  tra d e  p e rfo rm an ces  a s  in d ica tio n s  of com parative  
c o s t conditions
T u rn in g  to the o th e r is su e  w hich Han and  L ie s n e r  depend upon w hen
build ing  the  method they  ad o p ted , i t  is  su ffic ien t to  sum m arise  th e
po in ts  they  r a is e d  a g a in s t co n s id e rin g  i t  a s  a  r e l ia b le  in d ica tio n  of
( * )com parative  c o s t co n d itio n '
(a) F o re ig n  tr a d e  com parisons r e la te  to a  p a s t p e rio d  and  th e re fo re  
cannot tak e  in to  accoun t th e  in fluence  of changes in  the  c irc u m stan c es  
of p a r t ic u la r  in d u s tr ie s  in  the  p e rio d  -  w hich may be qu ite  a  lengthy  
one -  b e fo re  tr a d e  b a r r i e r s  a r e  ab o lish ed . T h ese  c h a rg e s  can come 
from  the  dem and o r  the supply s id e , o r  r e s u l t  from  governm ent p o licy ,
(*) Op, c i t .  pp. 2 0 -2 1 .
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(b) They d is re g a rd  re la tio n s h ip s  of com plem entary p ro d u c ts  a s  
they  t r e a te d  a ll  t ra d e d  p ro d u c ts  a s  independent of one a n o th e r .
(c) They found a  good deal of c irc u m stan tia l ev idence  to  su g g est 
th a t e x p o r te rs  w hose dom estic m ark e ts  a r e  p ro te c te d  by ta r if f  b a r r i e r s  
p ra c t is e  p r ic e  d isc r im in a tio n , a s  a  r e s u l t  th e ir  fo re ig n  tra d e  
p e rfo rm an ces  may be r a th e r  b e t te r  than  th e i r  r e la t iv e  com petitive 
stand ing  would norm ally  p e rm it , so con clu sio n s d raw n  from  the  fo re ig n  
tra d e  da ta  may th e re fo re  be m islead in g .
(d) The in fluence  of in s titu tio n a l f a c to rs  o th e r th an  ta r if f s  
(d iffe ren tia l ta x  sy s te m s , p re fe re n tia l  governm ent p ro cu rem en t p o lic ie s  
and  th e  o p e ra tio n  of m onopolies) s e rv e  to  d is to r t  t r a d e  p a tte rn s .
(d) The p o sitio n  the  UK en joyed  re g a rd in g  th ird  p a r tn e r  (coun try ) 
th a t would have a c c e s s  to  the Community, h en ce fo rth  put B rita in  in  the 
sam e advan tageous p o sition  w ith  th e  r e s t  of the Community in  re la t io n  
to  c e r ta in  commodity.
T h ese  w ere  the  m ethods and lim ita tio n s  th a t a r e  rd^ated to an  in v es tig a tio n , 
a s  su ch , a t the  in d u s try ( ie s )  le v e l .
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(c) M ethods and lim ita tio n s  of c a r ry in g  out the in v estig a tio n  a t 
m anufacture  lev el;
T h is  method would depend on ask ing  in d u s tr ia l is ts  how they ex pec t the 
changes in  tra d e  b a r r i e r s  to a ffec t th e ir  tra d e  both in  the home m ark e t 
and in the m ark e ts  of th e ir  p a r tn e r  c o u n tr ie s ; to g e th e r w ith o th e r  
q u estio n s  and fo re c a s ts  th a t a re  re le v a n t to changes a s  su ch .
The p rob lem s th a t face  the  above in v e s tig a tio n , have been re v e a le d  by 
Han and L ie s n e r  a s  the d iff icu ltie s  faced  by in d u s tr ia l is ts  to make 
fo re c a s ts  fo r  cond itions w ith which they  a r e  not fa m ilia r .
M oreover th e re  is  the d ifficu lty  of ob tain ing  a  re a so n a b ly  c o n s is te n t 
s e t of a n s w e rs . In p rov ing  th is  point they  r e f e r r e d  to  the same p rob lem s 
th a t had been  a s so c ia te d  w ith the In d u s tr ia l E nqu iry  conducted in  
connection  w ith B r i ta in 's  1965 N ational P la n . H ow ever, they w e re  in  
favou r of a  method a s  such  because;
(a) P eop le  in  ch arg e  of in d u s try  a re  in  p o sse ss io n  of a  g re a t d e a l of 
re le v a n t in fo rm ation  th a t is  not contained  in any s ta t is t ic a l  s e r ie s  and i t  
i s  assum ed th a t a  p ro p e rly  conducted en q u iry  should u n e a rth  some of th is  
ev id en ce .
(b) The p rob lem s could be overcom e by d e ta iled  q u e s tio n n a ire s  backed  
by in ten s iv e  in te rv iew in g .
(*) e .g .  e ffe c ts  on m arke ting  p o lic ie s , o rg a n isa tio n a l s tru c tu re
and investm ent p ro g ram m es.
(**) Op. c i t .  R ef. N o. 4 .
Han and L ie s n e r  a r e  r e f e r r in g  h e re  to p re -e n try  su rv e y .
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The Method chosen  fo r  the S tudy in  hand
We d isc u sse d  above the  would be m ethods, to g e th e r w ith the lim ita tions 
a ttach ed  to i t ,  fo r  in v e s tig a tin g  the e ffec t of jo in in g  a  custom  union on 
d iffe ren t le v e ls  of a c t iv i t ie s ;  e ith e r  th o se  connected  w ith the m em ber 
c o u n tr ie s ' t r a d e ,  tra d e  in  p ro d u c ts  o r  g roup of p ro d u c ts  th a t belong to 
d iffe ren t in d u s tr ie s ,  and  fin a lly  th o se  th a t a r e  u sed  fo r  in v e s tig a tin g  the 
e ffec t on the t r a d e  of ind iv idual m a n u fa c tu re rs . Indeed i t  i s  the p ro p e r  
consequence  to r e v e a l  the  method adopted  by the  study in hand .
As each  of the  th re e  m entioned m ethods s e rv e s  to  re a c h  c e r ta in  r e s u l ts  
and to ex p lo re  sp ec ific  e f fe c ts , it  i s  in e scap ab le  tha t they  a r e  in te r ­
re la te d ;  and th a t the  accum ulative  e ffe c ts  of the  t r a d e  in c re a s e  in  a 
sp ec ific  s e c to r  a ffec t th a t in  th e  o th e r s .  H ence , the a p p ro p ria te  method 
would be th a t th a t ta k es  accoun t of a ll th o se  m ethods m entioned above.
T h is  not only e n su re s  re a c h in g  a com prehensive  co n clu sio n , but a lso  
o ffse ts  some lim ita tio n s  in  one method th a t i s  com pensated by the  p o ss ib ility  
of a  d e ta iled  a n a ly s is  and the d a ta  th a t is  av a ilab le  in the o th e r .
T h e re fo re  the method used  in  th is  study  r e s t s  in  the following:
(a) In o rd e r  to co v er the  e ffec ts  of B r i t a in 's  m em bership  on tra d e  with 
h e r  p a r tn e r s  on the  one hand , and on h e r  o v e ra ll  tra d e  pe rfo rm an ce  on the 
o th e r hand, we depend on the  pub lished  o v e rs e a s  tra d e  s ta t i s t ic s .  The 
a n a ly se s  of th e i r  lik e ly  e ffe c ts  a r e  d isc u sse d  in C h ap ter V II,
(b) A gain a n a ly s is  of tra d e  in  m anufactured  p ro d u c ts , d iv ided  by 
in d u s try  s e c to r s ,  is  conducted in C h ap ter V II, The model th a t w ill be 
u sed  and the  way the a n a ly s is  is  d ire c te d , w ill be d isc u sse d  in the  above 
C h ap te r .
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(c) The backbone of th is  study i s  the in v es tig a tio n  to be c a r r ie d  out 
a t the firm  (the m anufacture) le v e l . T hat is  in  o rd e r  to exam ine w hat 
in d u s tr ia l is ts  expec t of B r i t a in 's  m em bership  in te rm s  of in c re a s e d  
t r a d e ,  p la n s , and  p o lic ie s . Then to back i t  w ith  an  in ten s iv e  in te rv ie w  
w ith  a  r e p re s e n ta t iv e  sam ple of B r it is h  firm s  (m an u fac tu res), to e n q u ire  
in to  w hat h a s  happened to th e i r  ex p ec ta tio n s  and to a s s e s s  th e ir  a tti tu d e s  
to w a rd s , and th e ir  p e rfo rm an ces  in an  ex tended  m ark e t a s  su ch .
T h is  is  to be conducted  in  two s ta g e s , the f i r s t  i s  in  the p re lim in a ry  
su rv e y ; the  q u e s tio n n a ire ; in  C h ap ter IV , the  second  is  in  th e  main 
su rv e y ; the c a se  s tu d ie s ; in  C h ap te rs  V and  V I. In th e se  c h a p te rs  we 
w ill in d ica te  how we w ill conduct the  above s u rv e y s , to g e th e r  w ith  th e  
m ethods and a p p ro a ch e s  of an a ly s in g  the  d a ta  th a t could  be o b ta in ed .
(d) F in a lly , B r i t a in 's  econom ic p erfo rm an ce  is  th e  su rro u n d in g  
environm ent to a l l  the  above m ethods and a n a ly s is  ; th a t a ffe c ts  and would 
be a ffec ted  by th e  r e s u l t s  ob tained  from  any of the above a p p ro a c h e s . 
T h e re fo re , we w ill r e l a t e ,  a s  a p p ro p r ia te , the  fo rm e r to the  l a t t e r .
CHAPTER III
LITERA TU RE SURVEY
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( * )3.1 In d u s tr ia l P o licy  in  the E u ro p ean  Econom ic Community (EEC)
T hroughout the  in d u s tr ia l w o rld  governm ents have been  in c re a s in g ly  
e x e rc is in g  re s p o n s ib i l i t ie s  fo r  fu ll em ploym ent, econom ic g row th , 
re g io n a l developm ent and in d u s tr ia l  o rg an iza tio n  in  w ays th a t would o r  do 
a lre a d y , im pose o b s ta c le s  to  tra d e  w ith o ther c o u n tr ie s . Y et they  a r e  
com m itted , th ro u g h  ad h e ren ce  to the  GATT and p a rtic ip a tio n  in  the  OECD, 
and in  W estern  E u ro p e  th rough  th e i r  m em bership  of e i th e r  the  E u ro p ean  
Community o r  E F T A , to the re d u c tio n  o r  elim ination  of b a r r i e r s  to t r a d e ,  
and they  a r e  a lso  com m itted to  the  avo idance of p o lic ie s  which have a 
s im ila r  d is to r tin g  e ffe c t. In th is  la s t  r e s p e c t ,  the  re le v a n t p ro v is io n s  in  
th e  E u ro p ean  Community a r e  a r t ic le s  92 to  94 of th e  T rea ty  of R om e, 
dealin g  w ith  governm ent a id s  to in d u s try . Two m ajor f a c to rs  have 
p ro d u ced  the  a p p a ren t con flic t in  o b jec tiv es  betw een  dom estic  and 
in te rn a tio n a l econom ic p o lic ie s .
(a) On th e  one hand th e re  h a s  been  grow ing p re s s u re  on governm ents to 
assum e g re a te r  r e s p o n s ib i l i t ie s  to w ard s  th e  so c ia l and econom ic w e lfa re  
of th e ir  p eo p le s .
(b) On the  o th e r ,  governm ents have fa iled  to  d ev ise  and im plem ent 
adequate  m eans fo r  the ad ju stm en t of d is  e q u ilib r ia  in in te rn a tio n a l tra d e  
and paym ents, un til the fo rc e s  of in te rn a tio n a l c u rre n c y  m ark e ts  obliged 
them  to a cc e p t flo a tin g  exchange r a t e s  a s  a  fa c t of c u r re n t l i f e .
G overnm ents a p p e a r  to have been  confron ted  w ith a choice betw een m odifying 
the  o b jec tiv es  of dom estic p o lic ie s  o r  modifying th e ir  commitment to l ib e ra l
(*) T h is  and the subsequen t top ic  a r e  re v ie w s  and quo ta tions from  the 
re le v a n t r e fe re n c e s  th a t a r e  in d ica ted  con stan tly  a s  the d iscu ss io n  
goes on.
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t r a d e .  In p r a c t ic e ,  they  have sought to  re c o n c ile  the  two c o u rs e s ,  but 
dom estic  p r e s s u r e s  a r e  u su a lly  the f i r s t  to t e l l ,  e sp e c ia lly  w here  th e re  
i s  no s tro n g  sen se  of in te rn a tio n a l o b lig a tio n .
D om estic p r e s s u r e s  a r e  in v a ria b ly  s h o r t- s ig h te d , in w ard -lo o k in g  and
d e fe n s iv e . M in is te rs , being dependent on e le c to ra l  su p p o rt, a r e  m ore
lik e ly  to  be in flu en ced  by such  p r e s s u r e s ,  g e n e ra te d  p e rh a p s  by th e
sp ec ific  p ligh t of a  lo ca l in d u s try  unable to cope w ith im port com petition
th an  by the  g e n e ra l dam age th a t might be done in  the long ru n  to the
(1 8 )in te rn a tio n a l tra d in g  com m unity ,'
The re d u c tio n  of ta r i f f s  on tra d e  among developed  c o u n trie s  in  g e n e ra l 
and th e  e lim ina tion  of them  in  th e  E uro p ean  community and  EFTA  in  
p a r t ic u la r  h a s  exposed  the  s ig n ifican ce  of n o n -ta r if f  d is to r tio n s  of 
in te rn a tio n a l com petition . By th e se  la s t  a r e  m eant a  w ide v a r ie ty  of 
m e asu re s  w hich e i th e r  by desig n  o r  acc id en t p ro te c t o r  fav o u r dom estic  
p ro d u c e rs  v iz - a -v iz  fo re ig n  s u p p lie rs .
At the  ex p en se , in c id e n ta lly , of dom estic consum ers and ta x p a y e r s , they  
inc lude  m e a su re s  tak en  by p r iv a te  e n te r p r i s e s ,  r e f e r r e d  to  g e n e ra lly  
a s  'r e s t r i c t i v e  b u s in e ss  p r a c t i c e s '.  But n o n - ta r if f  d is to r tio n s  a r e  
m ostly  public p o lic ie s  and p r a c t ic e s .  Many of them  a r e  m easu re s  
im plem ented a t the b o rd e r  by custom s a u th o r it ie s , namely qu an ta tiv e  
im port r e s t r ic t io n s  (of co n ce rn  m ainly to  developing  c o u n tr ie s ) , ta r i f f  
q u o ta s , an ti-dum ping  d u tie s , custom s v a luation  p ro c e d u re s  and  so on . 
The n o n -ta r if f  m e asu re s  w hich a p p e a r  to cau se  d eep es t co n ce rn  among 
developed  c o u n tr ie s , ho w ev er, a r e  th o se  w hich a r e  in s tru m en ts  of 
in d u s tr ia l po licy  -  and a r e  in s tru m en ts  a lso  of o th e r  p o lic ie s . An 
in d u s tr ia l  policy should em brace  a  num ber of in te r - r e la te d  o b jec tiv es
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re la t in g  to the p re -p la n n e d  a llo c a tio n  of r e s o u r c e s ,  th e  s tru c tu ra l
o rg an iza tio n  of in d u s tr ie s , the  developm ent of tech n o lo g ica l innovation
and  th e  m ain tenance of re g io n a l b a lan c e . Among i ts  in s tru m e n ts  a r e
governm ent loans and su b s id ie s , public p ro cu rem en t p o lic ie s , te ch n ica l
s ta n d a rd s  and sp e c if ic a tio n s , c o n ce ss io n a ry  c h a rg e s  fo r  public s e rv ic e s
( 19)and p re fe re n tia l  tax  tre a tm e n t. '
F o r  a ll in te n ts  and p u rp o s e s , in d u s tr ia l  po licy  in  th e  E u ro p ean  Community 
rem a in s  th e  p re ro g a tiv e  of na tio n a l governm en ts, w hich  g re a tly  com plica tes  
the  p o sitio n  of th e  Community in  in te rn a tio n a l n eg o tia tio n s  on n o n - ta r if f  
b a r r i e r s  to t r a d e .  In fa c t ,  th e  T re a ty  of Rome d oes not en v isage  a 
common in d u s tr ia l  po licy  in  sp ec ific  te rm s , but a r t i c l e s  92 to  94 of the  
T re a ty  of Rome p ro h ib it governm ent a id s  w hich in te rfe re  w ith tr a d e  am ong 
th e  m em ber c o u n tr ie s .  T h ese  p ro v is io n s  do a llo w , though , fo r  e x c e p tio n s  
in  c e r ta in  c irc u m sta n c e s , m ost notably  w here  th e re  i s  re g io n a l 
unem ploym ent.
With th e  c lo se  in te r - r e la t io n s h ip  betw een re g io n a l and  in te rn a tio n a l 
p o lic ie s , i t  would be a s  w ell to c la r ify  th e  d is tin c tio n  betw een the  tw o .
The fo rm e r r e la te s  to  public a s s is ta n c e  w hich the  p ro d u c e rs  of a  
p a r t ic u la r  re g io n  may o b ta in , no m a tte r  w hat they  p ro d u c e . On th e  o th e r 
h an d , the l a t te r  r e la te s  to  public  a s s is ta n c e  w hich may be ob ta ined  by 
p ro d u c e rs  of a p a r t ic u la r  line  of p ro d u c t, w h e re v e r  on a  coun try  they  may 
be lo c a te d .
The common in d u s tr ia l  policy  of the  E uropean  Community is  s ti l l  v e ry
much in  em bryo . In 1970 the  Com m ission advanced  p ro p o sa ls  in  the
Colonna M e m o r a n d u m B u t  i t  w as not u n til the  1972 m eeting of heads
(21 )of m em ber governm ents th a t g u id e lin es  w ere  a p p ro v e d . The e lem en ts
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s t r e s s e d  in  the  communique of the  P a r i s  sum m it, a lthough  pub lish ed  in  
d iffe ren t o r d e r ,  c a ll fo r:
(a) The m ain tenance of f a i r  com petition a s  much w ith  in  the Common 
M arket a s  in  e x te rn a l m ark e ts  in  conform ity w ith  th e  ru le s  la id  down by 
the  t r e a t i e s .
(b) The elim ination  of te ch n ica l b a r r i e r s  to  t r a d e .
(c) The p ro g re s s iv e  and e ffec tiv e  opening of p u rc h a s in g  by th e  pub lic  
s e c to r .
(d) The tra n sfo rm a tio n  and co n v ersio n  of d ec lin in g  in d u s tr ie s  u n d e r 
a cc e p tab le  so c ia l co n d itio n s ,
(e) The prom otion on a E u ro p ean  sca le  of com petitive  firm s in  the 
f ie ld  of high techno logy ,
(f) The e lim ina tion , p a r tic u la r ly  in  the  f is c a l  and  le g a l f ie ld s ,  of 
b a r r i e r s  w hich h in d er c lo s e r  re la t io n s  and  m e rg e rs  betw een f irm s .
(g) The ra p id  adoption  of a E u ro p ean  company s ta tu te ,  and
(h) T he form ation  of m e asu re s  to e n su re  th a t m e rg e rs  a ffec tin g  f irm s  
e s ta b lish e d  in  the  E u ro p ean  Community a r e  in  harm ony w ith th e  econom ic 
and so c ia l aim s of the  com m unity.
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C onform ity w ith  C onditions of F r e e  T rad e
Much d ep en d s, fo r  a s t a r t ,  on w hat is  m eant by ' f a i r  com petition ' .  T h e re  
is  an  o b se ss iv e  and unfounded b e lie f in  some q u a r te r s  th a t fo r  f r e e  tra d e  
to be e ffec tive  i t  i s  n e c e s s a ry  fo r  a ll  conditions of com petition to be 
eq u a lized , im plying th a t a ll lo ca tio n a l d iffe ren c es  in  c o s ts  of p roduction  
and d is tr ib u tio n  a r e  somehow d is to r tin g . But no d iv is io n  of lab o u r th rough  
tra d e  can  take  p lace  if a l l  com petitive conditions a r e  a r t i f ic ia l ly  e q u a lized . 
F o r  tra d e  betw een c o u n trie s  i s  p rim arily  b ased  on co s t d if f e re n c e s . T h e re  
is  a w ide gulf concep tually  betw een
(a) e lim inating  d is to r tio n s  to  com petitive cond itions re s u lt in g  from  
governm ent in te rv e n tio n s , w hich would come u n d e r the head ing  of one 
n o n -ta r if f  m easu re  o r  a n o th e r , and
(b) e lim inating  d iffe re n c e s  in  com petitive cond itions re s u lt in g  from  
d iffe re n c e s  in  ta x a tio n , so c ia l b en efits  and com pany la w s .
The f i r s t  is  n e c e s s a ry  in  any attem pt to  l ib e ra l iz e  t r a d e ,  on e i th e r  a  
re g io n a l o r  a  m u ltila te ra l b a s is ,  and  can  be p u rsu e d  effec tiv e ly  by in te r ­
governm ent m ean s. The seco n d , ho w ev er, is  not n e c e s sa ry  to  
lib e ra liz a tio n  of t r a d e ,  but if an  econom ic union i s  conceived  an e ffec tiv e  
d eg re e  of su p e r  na tional a u th o rity  i s  e s s e n t ia l .
N o n -T ariff In te rv en tio n s
Within the f i r s t  g roup  of m e a su re s , ho w ev er, fa ll th e  second  and th ird  
elem ents in  the  fram ew ork  of a common in d u s tr ia l  p o licy . B oth the 
e lim ination  of te ch n ica l b a r r i e r s  to  tra d e  and e lim ination  of d isc rim in a tio n
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a g a in s t su p p lie rs  in  o th e r  member co u n trie s  in  the b u s in e ss  of public 
p u rc h a s in g  could be su p p o rted  a s  s tep s  to w a rd s  the elim ination  of 
com petitive d is to r tio n s  th a t r e s u l t  from  n o n -ta r if f  in te rv e n tio n s  by 
g o v ern m en ts . T hey would be in  line  w ith  the p r in c ip le  e s ta b lish e d  in  
the  T re a ty  of Rome -  p ro h ib itin g  governm ent a id s  w hich in te r f e re  w ith 
t r a d e ,  excep t fo r  p u rp o se s  of re g io n a l developm ent.
But th e se  p r in c ip le s  a r e  only su p p o rtab le  if th e ir  im plem entation is
accom panied , a s  env isag ed  in  th e  P a r i s  Communique, by co rre sp o n d in g
e ffo rts  on the  p a r t  of m em ber governm ents of the E u ro p ean  Community to
n eg o tia te  m u ltila te ra l ag reem en ts  w ith th ird  c o u n tr ie s  on th e  elim ination
(22 )of the  d isc r im in a to ry  a sp e c ts  of tech n ica l s ta n d a rd s  and sp e c if ic a tio n s ,
(23)public  p ro cu rem en t p o lic ie s  and governm ent su b s id ie s . D iscrim ina tion  
a g a in s t the  r e s t  of the  w o rld  cannot be ap p ro v ed  a s  b a s is  of a  common 
in d u s tr ia l  p o licy .
F o r  econom ic, p o litic a l and s tra te g ic  r e a s o n s  the  E u ro p ean  Community is
in  no p o sitio n  to  in v ite  the an tagon ism , e i th e r  of the  U nited S ta te s  o r  of
(25)o th e r c o u n tr ie s , th a t could be ex pec ted  to  e n su e . A s diplom atic  
e ffo r ts  p ro ceed  in  the  Tokyo Round of M u ltila te ra l T rad e  n e g o tia tio n s , 
the  E u ro p ean  Community h a s  a  s tro n g  in te re s t  in  the e a r ly  e s tab lish m en t 
of a  fram ew ork  of in te rn a tio n a l o b liga tions w ith r e s p e c t  to n o n -ta r if f  
in te rv e n tio n s , w ith in  w hich i t  could  fin a liz e  a  common in d u s tr ia l  p o licy . 
T he fo rce  of in te rn a tio n a l ob lig a tio n s  -  u n d e rtak en  in  re sp o n se  to the 
th re a t  to in te rn a tio n a l econom ic o rd e r  o ccasio n ed  by w orldw ide in fla tio n , 
commodity sh o rta g e s  and the  en erg y  c r i s i s  -  m ight in  any c a se  fa c ilita te  
the im plem entation of a  common in d u s tr ia l p o licy . F o r  in te rg o v e rn m en ta l 
ac tio n  on n o n -ta r if f  m e a su re s , w h e th e r on the E uro p ean  Community o r  in  
a  w id e r co n tex t, is  bound to e x a c e rb a te  the se n s itiv e  is su e  of n a tiona l
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so v e re ig n ty , such  is  the grow ing in te rd ep en d en ce  of the nation  s ta t e s .  
N ego tia tions on n o n - ta r if f  in te rv e n tio n s  a r e  d ifficu lt in  a  g lobal con tex t -  
a s  they  can  be ex pec ted  to be in  th e  Community when it  com es to 
fo rm u la ting  a  common in d u s tr ia l  po licy  -  p re c is e ly  b ecau se  they  im pinge 
on n a tio n a l in d u s tr ia l  p o lic ie s . But then  ta r i f f s ,  to o , a r e  in s tru m e n ts  of 
public  a s s is ta n t  to  in d u s try . A fte r a l l ,  in  dom estic  te rm s  com m ercial 
p o lic ie s  a r e  a lso  co n ce rn ed  w ith the in d u s tr ia l  s tru c tu re  of c o u n tr ie s ,  
w hile in te rn a tio n a lly  they  a r e  co n ce rn ed  w ith  the  lo ca tio n  of p ro d u c tio n  
w h ere  th e re  a r e  com parative  c o s t ad v an ta g e s .
A djustm ent a s s is ta n c e  to  d ec lin in g  in d u s tr ie s
T h is  le a d s  to  a  co n sid e ra tio n  of the  is s u e s  p osed  by the fo u rth  e lem ent:
'th e  tra n s fo rm a tio n  and  co n v ers io n  of declin ing  in d u s tr ie s  u n d er a ccep tab le  
so c ia l c o n d it io n s '.  The p u rp o se  of the  t r a d e  l ib e ra liz a tio n  is  to  b rin g  
abou t a  m ore e ffic ien t a llo ca tio n  of r e s o u r c e s ,  both d om estica lly  and 
in te rn a tio n a lly , th rough  g re a te r  sp e c ia lis a tio n  on p a r t ic u la r  in d u s tr ie s  
o r  on p a r t ic u la r  p ro d u c t lin e s  w ith in  in d u s tr ie s .  A djustm ents to changing 
m ark e t co n d itio n s , on the demand s id e  and on the supply s id e , is  a  norm al 
and  continuous p ro c e s s  in  m arke t econom ies. It m ainly ta k e s  p lace  
w ithout the  a s s is ta n c e  of g o v ern m en ts . But in  c irc u m stan c es  governm ents 
in te rv e n e  e i th e r  (i) to  he lp  in d u s tr ie s  a d ju s t , o r  (ii) to a lle v ia te  the  
so c ia l co n seq u en ces  of a d j u s t m e n t s , N o w  th a t ta r i f f s  have been  
e lim ina ted  and n o n -ta r if f  m e asu re s  a r e  being co n s id e re d  in  GATT 
n e g o tia tio n s , it  i s  c ru c ia l th a t governm ents should  p lace  m ore em phasis  
on ad justm en t a s s is ta n c e .  Indeed , th e re  i s  a lm ost an  in te rn a tio n a l 
c o n se n su s , re f le c te d  in  num erous r e p o r t s ,  on the  need  fo r  ad ju stm en t 
a s s is ta n c e  to be an in te g ra l p a r t  of 'e s c a p e  c lau se  ' o r  em ergency
(27 )p ro te c tio n  a g a in s t sudden s u rg e s  of im p o rts . As the E u ro p ean  Community
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along w ith o th e r  in d u s tr i la is e d  c o u n trie s  -  com es under in c re a s in g  
p re s s u re  to a c c o rd  g re a te r  m arke t a c c e s s  to  the p ro d u c ts  of developing  
c o u n tr ie s , re in fo rc in g  the dynam ic e ffec ts  of in te rn a l l ib e ra l iz a t io n , 
m em ber governm ents should  develop  a  m ore co n ce rn ed  ap p ro ach  to the  
p ro v is io n  of ad justm ent a s s is ta n c e  to d eclin ing  in d u s tr ie s  to com pete in  
the face  of grow ing im p o rts  o r  o th e r changes in  th e i r  b u s in ess  
env ironm ent.
In  developing  a  co h eren t po licy  to w ard s  declin ing  in d u s tr ie s ,  a  c le a r
d is tin c tio n  should  be draw n betw een  ' f a i r '  ad ju stm en t a s s is ta n c e ,  on the
( 28)one hand , and  ' u n fa ir  ' governm ent a id s  on the o th e r .
(a) The a p p ro p r ia te  form  of ad justm ent a s s is ta n c e  in  a  m arke t econom y 
aim s to  sh ift r e s o u r c e s  out of in d u s tr ie s  th a t a r e  no lo n g e r com petitive . 
T h e re  a r e  o c c a s io n s , of c o u rs e ,  w h ere  such  in d u s tr ie s  can  be re v i ta l is e d  
by th e  rep lacem en t of in e ffic ien t m anagem ent, by the  in tro d u c tio n  of 
m odern tech n o lo g ica l know -how  and by th e  in jec tio n  of f r e s h  c a p ita l .
(b) The in a p p ro p ria te  form  of governm ent a id ,  w hich is  m ere ly  a 
su b s titu te  fo r  tra d itio n a l fo rm s of p ro te c tio n , aim s to keep  r e s o u r c e s  in  
an  in d u stry ,ftiro u g h  the  p ro v is io n  of su b s id ie s , cap ita l e x p e n d itu re s , 
su b s id ise d  r e s e a r c h  and developm ent and su b s id ised  s k i l ls .
P rom otion  of H igh Technology
To date  the a ttem pts of the E u ro p ean  Community to d e v ise  a  common 
in d u s tr ia l  po licy  have m ainly been  fo r the p u rp o se  of enab ling  E u ro p ean  
in d u s try  to develop  tech n o lo g ica lly  advanced  c a p a c itie s  th a t a r e  ab le  to 
w ith stan d  A m erican  and Jap a n e se  com petition . T h e re fo re  a g a in , the
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fifth  and six th  e lem ents of the po licy  fram ew o rk , a s  a g re e d  a t the P a r i s  
sum m it, have to  be d is c u s se d  in  an  in te rn a tio n a l co n tex t. T echno log ical 
innovation and the  in tro d u c tio n  of new tech n o lo g ies  play an im portan t ro le  
in  the  econom ic grow th of n a tio n s . A s a  r e s u l t ,  p o lic ie s  b e a rin g  on 
sc ien ce  and  technology have becom e an im portan t a sp e c t of in te rn a tio n a l 
econom ic re la t io n s ,  in fluencing  both v is ib le  and  in v is ib le  t r a d e  a s  w ell a s  
fo re ig n  in v estm en t.
S in ce  W orld War II , a lm ost a ll  econom ies of W estern  E u ro p e  have enjoyed 
much m ore ra p id  g row th  than  the econom ies of N orth  A m erica . To a 
la rg e  e x ten t, th is  dynamism d e riv e d  from  the  a b ility  of W estern  E u ro p e  
to  im ita te  tech n o lo g ica l ad v an ces  made in  the  U nited S ta te s  -  to explo it 
w hat has  been  r a th e r  lo o se ly  c a lle d  'th e  tech n o lo g ica l g a p '. In th e  la te  
1960s, h o w ev er, th is  p a r t ic u la r  so u rc e  of grow th had  a lso  becom e a 
so u rc e  of f r ic tio n  betw een the E u ro p ean  Community and  th e  U nited S ta te s .
T echno log ica l Gap and o th e r  d iffe ren c es
P ub lic  opinion in  the  E u ro p ean  Community h a s  been  su b jec te d  to  a  s tre am  
of d ire  p red ic tio n  of a fu tu re  dom inated by A m erican  r e s e a r c h  and 
developm ent, by A m erican com puter and autom ation te ch n iq u es , by 
s u p e r io r  and  con tinuously  im proving  A m erican  n a n a g e r ia l  s k ills  a n d , to o , 
by the  m arke ting  s tr a te g ie s  of m u ltina tional e n te r p r i s e s .  S uch  
o rg a n isa tio n a l c ap a c ity , so the argum ent h a s  ru n ,  would e n su re  fo r  the 
U nited S ta te s  the  commanding h e ig h ts  of m odern technology  and re d u c e  
the  E u ro p ean  Community to the  perm anent s ta tu s  of an in d u s tr ia l 
s a te l l i te .
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T h ese  p re d ic tio n s , w idely  p u rveyed  by an  u n c r it ic a l  p r e s s ,  might h av e  
been  convincing  if a t the sam e time fe a r s  w e re  not being  e x p re s s e d  in  
th e  U nited S ta te s  about th e  congenital in ab ility  of in d u s tr ie s  th e re  to 
com pete w ith  the  r e - b o r n  in d u s tr ie s  of W estern  E u ro p e  and  J a p a n , F o r  
many A m erican  com m entators w e re  p re d ic tin g  th a t th e  v a s t  r e s e a rc h -a n d -  
developm ent e ffo rt of the  U nited  S ta te s  would be c an c e lled  by the 
a c c e le ra tio n  in  the in te rn a tio n a l d iffusion  of tech n o lo g ica l innovation  v ia  
d ire c t  investm en ts  w hich even tua lly  might r e s u l t  in  A m erican  f irm s  being  
d isp la ce d  in  th e ir  home m a rk e t,
P rom otion  of E u ro p ean  com panies
A nother p a r t  of the tre n d  h a s  been  th e  ro le  of m u lti-n a tio n a l e n te r p r is e s  
a s  a g en c ie s  fo r  the  in te rn a tio n a l t r a n s f e r  of c a p ita l ,  technology  and 
m anageria l s k i l l .  The E u ro p ean  Community could  acco rd in g ly  fa c il i ta te  
the developm ent of tech n o lo g ica l innovation  in  the p r iv a te  s e c to r  by 
rem oving  f is c a l  and  leg a l b a r r i e r s  to c lo s e r  re la tio n s  and m e rg e rs
(31 )
betw een  firm s to  form  ’E u ro p ean  co m p an ies’ . '  T h is  could  be 
a s s is te d  by the  adoption  of a E u ro p ean  s ta tu te , the sev en th  elem ent of the 
P a r i s  communique.
D iffe ren ces  in  company law s and d iffe ren c es  in  c o rp o ra te  ta x e s  p o se  
s e r io u s  p rob lem s fo r  the e s tab lish m en t, t r a n s f e r  and  m erg ing  of com panies, 
H ead o ffices cannot be t r a n s f e r r e d  from  one coun try  to  a n o th e r  w ithout 
changing th e ir  ju r id ic ia l  s ta tu s .  B ran ch es  and s u b s id ia r ie s  cannot be 
e s ta b lish e d  in  a n o th e r m em ber coun try  w ithout being  su b jec t to  n a tiona l 
law s th a t d iffe r from  th o se  applying to th e ir  p a re n t com panies a t hom e.
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C om panies lo ca ted  in  d iffe ren t m em ber c o u n trie s  th a t a r e  in te re s te d  in  
in te g ra tin g  th e ir  o p e ra tio n s  a r e  th u s  ob liged  to  r e s o r t  to  a  v a r ie ty  of 
leg a l fo rm s w hich , in  the  m ajo r and m ajo rity  of c a s e s ,  have not y e t 
re s u l te d  in  ra tio n a lis a tio n s  of p ro d u c tio n . Most of the  m e rg e rs  tha t 
took p lace  a f te r  the form ation  of th e  E u ro p ean  Community w e re  th e re fo re  
betw een  firm s of the  same m em ber co u n try , r a th e r  than  betw een  f irm s  in 
d iffe ren t m em ber c o u n tr ie s  , a lthough  th e re  w e re  many m e rg e rs  betw een 
m em b er-co u n try  firm s and fo re ig n  com panies. C ooperation  ag reem en ts  vere 
f a r  m ore num erous than  m e rg e rs .  (S ee  T ab le  II I-1 ) .
The e s tab lish m en t of s u b s id ia r ie s  w as a lso  on a  su b s ta n tia l s c a le ,  but 
ag a in  c a s e s  involv ing  th ird  c o u n tr ie s  f a r  outnum bered  th o se  involving 
d iffe ren t m em ber c o u n tr ie s .
The main f is c a l  o b s ta c le s  to  tra n sn a tio n a l m e rg e rs  and  to th e  estab lishm en t
of s u b s id ia r ie s  in  o th e r  m em ber c o u n tr ie s  have included  c ap ita l ga ins
ta x e s  on u n re a lis e d  p ro f its  a t the  tim e of any m e rg e r  and th e  double
tax a tio n  of the p ro f its  re m itte d  by s u b s id ia r ie s  to  th e  p a ren t com pan ies.
The Com m ission h as  a cco rd in g ly  p ro p o sed  th a t tax a tio n  of c a p ita l ga in s
should  be postponed  un til they  a r e  r e a l i s e d .  And i t  h as  a lso  p ro p o sed
the ap p lica tio n  of uniform  ru le s  th roughout the  Community in  o rd e r  to
(32)e lim inate  the  double tax a tio n  of rem itted  p ro f i ts .
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TABLE III-1
D ire c t in v es tm en ts , co o p era tio n  ag reem en ts  and  m e rg e rs  
in  the  E u ro p ean  Community, 1961-69
E stab lish m en t of su b s id ia r ie s
by m em b er-coun try  firm s 2 ,3 0 0
by th ird -c o u n try  firm s 3 ,546
C oopera tion  ag reem en ts
betw een na tiona l firm s 1 ,352
betw een m em ber-coun try  firm s 1 ,001
betw een m em b er-co u n try  and fo re ig n  f irm s  2 ,7 9 7
M erg ers
betw een n a tiona l f irm s  1 ,861
betw een m em b er-co u n try  firm s 257
betw een m em b er-co u n try  and fo re ig n  firm s 820
S o u rc e : B u lle tin  of the  E u ro p ean  C om m unites, Com m ission of the
E u ro p ean  Community, B ru s s e ls ,  1970. P .  30 .
M ore g e n e ra lly , the  Com m ission en v isa g e s  the  harm o n isa tio n  of c o rp o ra te
and  o th e r ta x e s ,  in  o rd e r  to e lim inate  d is to r tio n s  in  th e  a llo c a tio n  of
r e s o u r c e s .  While th is  is  re g a rd e d  a s  a  lo n g -te rm  o b je c tiv e , th e re  have
been  p ro p o sa ls  fo r  g r e a te r  uniform ity  in th e  d ire c tio n  of the so -c a lle d
c la s s ic  system  of ta x a tio n , involv ing  the se p a ra tio n  of c o rp o ra te  and
p e rso n a l incom e ta x e s ,  w hich would rem ove d is to r t io n s  c re a te d  by the
tax  c re d it  system  of F ra n c e  and  Belgium and the  sp lit r a t e  system  of
(33)G e rm an y .'  '  On the  double tax a tio n  of d iv id en d s , the  Com m ission h a s
52
u rg ed  a g e n e ra lis e d  w ithholding ta x  in  a ll  m em ber c o u n tr ie s , re p la c in g  
th e  netw ork  of b i - la te r a l  double tax a tio n  ag reem en ts  th a t a r e  by no m eans 
uniform  and in  any c a se  a r e  often  in e ffe c tiv e .
53
3 .2  In d u s tr ia l P o licy  in  the U .K .
F i r s t  In tro d u c tio n
I Econom ic P e rfo rm an ce  in  the  U .K .
A ll econom ic p o lic ie s  in  the  UK, in  the M acro S e n s e , have d ire c t  and 
s ig n ifican t e ffec t on in d u s try . F is c a l ,  m o n e ta ry , and exchange r a te  
policy  a r e  a ll  m a jo r d e te rm in an ts  of the le v e l of dem and th a t in d u s try  
f a c e s , i t s  a b ility  to  e a rn  p ro f i ts ,  i t s  investm ent p la n s , and i ts  a b ility  to  
finance  them . The s ta b ility  of dem and, w ith i t s  im p lica tions fo r  lo n g - 
ra n g e  f in an c ia l and investm ent p lann ing , is  a lso  p a rtly  a  function  of the 
d e g re e  to  w hich th e se  p o lic ie s  a r e  su cc e ss fu lly  a p p lie d . P r ic e s  an d  income 
policy  can have a m ajo r e ffec t on in d u s tr ia l la b o u r c o s ts ,  the a v a ilab ility  
of lab o u r to  p a r t ic u la r  f irm s , g ro s s  p ro fit m arg in s  o b ta in ab le , and  the  
continu ity  of p ro d u c tio n . C om petition po licy , p lan n in g , and  n a tio n a lisa tio n  
a ll r e p re s e n t  p o lic ie s  w hich a r e  d ire c tly  co n ce rn ed  w ith the  s t r u c tu r e ,  
b eh av io u r, and p erfo rm an ce  of d iffe ren t s e c to r s  of in d u s try .
With so many p o ss ib le  w ays of in fluenc ing  in d u s try , both s h o r t te rm  and 
long te rm  a t the governm ent d is p o sa l, the  need  fo r  a  s e p a ra te  in d u s tr ia l  
po licy  w as c a lled  fo r in B r ita in .
The po licy  to w a rd s  in d u s try  h as  many a im s, re la t in g  to e ffic ien cy , 
conditions of em ploym ent, re m u n e ra tio n , s a fe ty , e t c .  H e re  I focus on 
the o v e rr id in g  econom ic ob jec tiv e  of re c e n t y e a r s ,  nam ely, p ro d u c tiv ity .
Output p e r  h ead  of the w orking population i s , and  h as  been  a t a  low lev e l 
re la tiv e  to  th a t in  m ost o th e r  in d u s tr ia l is e d  c o u n tr ie s , and in  add ition  h as
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been  grow ing a t a  s lo w er r a te  a s  w e ll. T h is  is  a  s e r io u s  problem  fo r two 
r e a s o n s .  F i r s t l y ,  u n le ss  the  p ro p o rtio n  of population w orking  r i s e s  
su ffic ien tly  to o ffse t i t ,  a  slow  r a te  of in c re a s e  in  la b o u r p ro d u c tiv ity  
im plies a  low r a te  of in c re a s e  of m a te ria l liv ing  s ta n d a rd s  fo r  the  
population  a s  a  w hole -  in  o th e r  w o rd s , slow  econom ic p e r  cap ita  g row th . 
S econd ly  i t  i s  v e ry  like ly  th a t m ost, if  not a l l ,  the econom ic d iff icu ltie s  
th a t have b e se t the  UK in  r e c e n t  y e a r s  can be a ttr ib u te d  to  th is  fa c to r .
Low p ro d u c tiv ity  m ust in  n e a r ly  a l l  c ircu m stan ces  r e s u l t  e i th e r  in  
c o rre sp o n d in g ly  low w ag es , o r  high p r ic e s  o r  low g ro s s  p ro f i t ,  o r ,  m ore 
u su a lly  some com putation of th e s e .
In p ra c t ic e , a ll  th re e  have o c c u r re d . Low w ages a r e ,  of c o u rs e ,  p a r t  of 
the m eans by w hich low p ro d u c tiv ity  g e ts  tra n sm itte d  in to  low liv ing  
s ta n d a rd s , and  many firm s in  the  UK have only been ab le  to  rem a in  
in te rn a tio n a lly  com petitive d e sp ite  s ig n ifican tly  lo w er le v e ls  of p ro d u c tiv ity  
b ecau se  they  have pa id  much lo w er w ages than  a b ro a d . E q u a lly  s e r io u s , 
low w ages and  low r a te s  of in c re a s e  in  w ages a r e  thought by many to be 
one m ajo r cau se  of in fla tio n  th ro u g h  the re s u lt in g  a ttem pts  of th e  w o rk fo rce  
to ob tain  h ig h e r w age in c re a s e s  than  can be a b so rb ed  th rough  h ig h e r 
p ro d u c tiv ity . T hus the p re s s u re  of low p ro d u c tiv ity  h as been  p a r tly  
sw itched  to  p r ic e s .  T h is  h as  m eant an  in ab ility  to  com pete adequate ly  in  
in te rn a tio n a l m a rk e ts , w ith a  consequen t slow grow th  of ex p o rt dem and, 
a  fa llin g  sh a re  of th e  w o rld  t r a d e ,  and a tendency  to  b a lance  of paym ent 
d e f ic it . F in a lly , to  the ex ten t th a t h ig h e r p r ic e s  have not been  ab le  to 
take up a ll the p re s s u re  of w age in c re a s e s  in  e x c e s s  of p ro d u c tiv ity , 
g ro s s  p ro f its  (p ro fits  and in te r e s t  paym ents) have fa lle n . T h is  h a s  tended  
to m ean inadequate  investm en t e i th e r  becau se  it  c u r ta ils  the supply  of funds 
fo r investm ent o r  the in cen tiv e  to in v e s t , o r  bo th .
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A ll th is  is  not to say  tha t o th e r f a c to rs  have not been  im p o rtan t, but 
th a t low p ro d u c tiv ity  h as  been  a m ajo r and continuing  fa c to r  in  the  
g en e ra tio n  of in fla tio n , low in v estm en t, and  balance  of paym ent problem s 
in  the UK.
T he problem  did not stop  th e r e ,  how ev er. A decline  in  ex p o rt 
co m p etitiveness m eant th a t s te r l in g  becam e o v e rv a lu ed . To defend the 
exchange r a te  su c c e ss iv e  ro u n d s  of d e fla tion  of a g g re g a te  demand w ere  
r e q u ir e d ,  and  th is  fu r th e r  re d u c e d  investm en t by red u c in g  the  lev e l of 
demand and in c re a s in g  i t s  in s ta b il i ty . Low p ro f ita b ility  le d  to an e v e r ­
grow ing in cen tiv e  to  in v e s t a b ro a d  fo r  both UK and fo re ig n  f irm s , th e re b y  
in c re a s in g  the  long te rm  outflow  of cap ita l from  th e  UK, T he lo s s  of 
fo re ig n  m ark e t s h a re  a lso  d ire c tly  o p e ra ted  to re d u c e  investm ent in  the 
UK. T he low r a te  of investm en t im plies th a t th e  a v e ra g e  age  of c ap ita l 
s to ck  in  the  UK may tend  to  be h ig h e r than  in  m ost o th e r  in d u s tr ia lis e d  
c o u n tr ie s  and  i t s  p ro d u c tiv ity  lo w e r , fu r th e r  underm ining ex p o rt 
p e rfo rm an c e . In s h o r t ,  low p ro d u c tiv ity  h as cau sed  o r  e x a c e rb a te d  
a lm ost a ll  the  econom ic p rob lem s faced  in  th e  UK, and  in  add ition  ten d s  
to  magnify i t s e l f .  A v e ry  la rg e  im provem ent in  p ro d u c tiv ity  is  th e re fo re  
an  e s s e n tia l  p re re q u is i te  if the  UK economy and liv ing  s ta n d a rd s  a r e  to 
im p ro v e , and  th e  c e n tra l  ro le  of in d u s tr ia l po licy  is  to  b r in g  th is  ab o u t.
i
I I .  A lte rn a tiv e  a p p ro ach es  to  In d u s try
It is  ag a in s t th is  background  th a t the  need fo r  an In d u stry  policy  o v e r and 
above the M acro p o lic ie s  adop ted  by the governm ent can be se e n , fo r  
none of them  h as made su ffic ien t im pact, if an y , on p ro d u c tiv ity  perfo rm ance. 
M onetary , f is c a l  and exchange r a te  policy have been  p rim arily  d ire c te d
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to w ard s  m anaging the  lev e l of dem and and  im proving the balance  of 
paym ents w ith  a  g iven  p ro d u c tiv ity  level* E xcep t fo r  a  r e la t iv e ly  b r ie f  
p e rio d  when em phasis w as p laced  on p ro d u c tiv ity  b a rg a in in g , p r ic e s  and 
incom es policy  h a s  been  m ainly co n ce rn ed  w ith  d ire c t  c o n tro l of 
in fla tio n  r a th e r  than  w ith p ro d u c tiv ity  im provem ents. The im pact of 
th e se  p o lic ie s  on p ro d u c tiv ity  h a s ,  th e re fo re , g en e ra lly  been  a seco n d ary  
co n ce rn  o r  been  ig n o red  a lto g e th e r  b ecau se  of the  s h o r te r - te rm  problem s 
to  be d ea lt w ith . L o n g e r- te rm  grow th  and investm ent s t r a te g ie s  of firm s 
may have su ffe re d  a s  a  r e s u l t .
T he same point can n o t, h o w ev er, be made w ith  r e g a r d  to  th e  lo n g e r- te rm  
p lann ing , and  n a tio n a lisa tio n  p o lic ie s . E ach  of th e se  h as  been  p a rtly  
conce ived  of a s  a  m eans by w hich p ro d u c tiv ity  could be in c re a s e d  -  a n t i - t r u s t  
le g is la tio n  by g e n e ra tin g  in c re a s e d  e ffic iency  in  the  u se  of r e s o u rc e s  
th ro u g h  th e  enhanced  p r e s s u r e  of com petition , p lann ing  th rough  p ro v is io n  
of a  m ore s tab le  background  fo r  investm ent and to  advance id en tific a tio n  
of p o ten tia l o b s ta c le s  to  f a s te r  g row th  of p ro d u c tiv ity , and n a tio n a lisa tio n  
by allow ing  ra tio n a lis a tio n  of p ro d u c tio n  and d is tr ib u tio n  fa c i l i t ie s  and 
th e  ach ievem ent of a ll  the  econom ies of sca le  in h e re n t in  the in d u s tr ie s  
co n ce rn e d . In p ra c t ic e ,  e ach  h as  fa ile d  fo r  d iffe ren t r e a s o n s  to  have the 
im pact on p ro d u c tiv ity  n e c e s s a ry  to ra d ic a lly  a l te r  the p e rfo rm an ce  of the 
UK econom y. P lann ing  h as  not had e ith e r  the back ing  o r  the  s u c c e s s  
n e c e s s a ry  to  c o n trib u te  s ig n ifican tly  to  th is  aim  a s  y e t. The n a tio n a lised  
in d u s t r ie s ,  d e sp ite  having a  r a th e r  b e tte r  r e c o rd  of p ro d u c tiv ity  than  the 
p r iv a te  s e c to r  in  r e c e n t  y e a r s ,  have n o t, on a v e ra g e , ach ieved  com parable  
le v e ls  w ith th e se  in d u s tr ie s  in o th e r  c o u n tr ie s , an d , equally  im p o rtan t, 
c o v e r v e ry  l i t t le  of the m anufactu ring  s e c to r .  Yet th is  s e c to r  is  v ita l 
p a r tly  b ecau se  i t  a p p e a rs  to be a  main d e term inan t of o v e ra ll p ro d u c tiv ity
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and  p a rtly  b ecau se  it  p ro v id es  80 p e r  cen t of the  ex p o rts  of the UK
(34)w h ere  high p ro d u c tiv ity  is  a  c ru c ia l  fa c to r  in  o v e ra ll perform ance#
The im pact of the a n t i - t r u s t  le g is la tio n  h as been  m ore com plex. The 
r e s t r ic t iv e  T rad e  P r a c t ic e s  A ct of 1956, augm ented by the 1968 A c t, 
to g e th e r  w ith  th e  ab o litio n  of r e s a le  p r ic e  m ain tenance , i s  g e n e ra lly  
thought to  have stim ula ted  m ore com petition in  the  UK in itia lly  -  an effect 
w hich w as re in fo rc e d  by e n try  in to  the  E u ro p ean  Econom ic Community 
w ith i t s  own a n t i - t r u s t  law s and  the  p ro g re s s iv e  rem oval of p ro te c tiv e  
t r a d e  b a r r i e r s  w hich th is  h as e n ta ile d . Y et the c u r re n t  phenom enon, 
a lm ost c e r ta in ly  cau sed  in  p a r t  by the in c re a s e  in  com petition , h a s  been  
a  w ave of m e rg e rs . T h ese  in  tu rn  a p p e a r  to have been the  m ain c au se  of
(35)the in c re a s e  in  in d u s tr ia l  co n cen tra tio n  w hich o c c u r re d  in  r e c e n t  y e a r s .
In p ra c t ic e , th is  has  m eant an  in c re a s e  in  the  num ber and ex ten t of 
dom inant m ark e t p o s itio n s , th u s  a t le a s t  m itigating  and p e rh a p s  re v e r s in g  
the  tre n d  to w ard s  g re a te r  com petitive p r e s s u r e .  The la rg e s t  100 f irm s  
w ere  re sp o n s ib le  fo r  app rox im ate ly  50 p e r  cen t of ne t m anufactu ring  
output in  1 975 (as  com pared  to 25 p e r  cen t in  1950, only 15 p e r  cen t in  
1910, and a  f ig u re  of 66 p e r  cen t fo re c a s t  by the  N . I . E . S . R .  fo r  1985), 
and v ir tu a lly  a ll  m ore com prehensive  m e asu re s  of in d u s tr ia l  co n cen tra tio n  
in  the  UK su p p o rt th is  t r e n d . I t rem ain s  to  be seen  w h e th er in c re a s e d  
in te rn a tio n a l com petition both from  the  EEC  and from  o th e r c o u n tr ie s  
c u r re n tly  in d u s tr ia lis in g  w ill fo rc e  h ig h e r p ro d u c tiv ity  on UK in d u s try .
T hus continuing  poor p ro d u c tiv ity  p e rfo rm an ce , to g e th e r w ith the 
in a p p ro p r ia te n e s s  o r  inadequacy  of the m ore w e ll-e s ta b lish e d  p o lic ie s  
exam ined, have n e c e s s ita te d  the  developm ent of o th e r  m easu res  m ore 
d ire c tly  a im ed , if not ex c lu s iv e ly  so , a t im proving p ro d u c tiv ity . B efo re  
co n sid e rin g  th e se  a lte rn a tiv e  m e a su re s , w hich a r e  f a r  from  re p re s e n tin g
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a com prehensive  ap p ro ach  to in d u s tr ia l  p e rfo rm an ce , i t  is  u sefu l to. 
rev iew  the fundam ental p rob lem , nam ely th e  c a u se s  of the  low le v e l and 
the r a te  of g row th  of p ro d u c tiv ity  in  the  UK#
III. P ro d u c tiv ity  in  the UK
What a r e  the c a u se s  of low p ro d u c tiv ity  in the  UK? H ere  we sim ply 
d raw  to g e th e r  the  main r e a s o n s ,  la rg e ly  follow ing th e  G overnm ent’ s own 
in te rp re ta tio n  of po o r m anufactu ring  p erfo rm an ce  p re s e n te d  a s  re c e n tly  
a s  Novem ber 1975 in  a  White P a p e r  on In d u s tr ia l S tra te g y .
(a) Investm ent -  a  low le v e l , poor ch o ice , and  inadequate  u ti l is a tio n .
(b) L abour -  in e ffic im t m anagem ent, inadequate  co n su lta tio n , 
r e s t r i c t iv e  p ra c t ic e s ,  overm anning , d is p u te s , re g io n a l and s e c to ra l  
sh o rta g e s  of sk ille d  la b o u r , opposition  to lab o u r m obility , and  opposition  
to changes in  re la t iv e  pay and the  re la tio n  of pay to  p ro d u c tiv ity .
(c) F in an ce  -  inadequate  p ro v is io n  to  in d u s try , e sp e c ia lly  o v e r the  
medium and long te rm .
(d) G overnm ent -  sh a rp  and freq u en t changes of p o licy , e x c e s s iv e  
p r io r i ty  to public  ex p en d itu re  and p e rso n a l consum ption a t the  expense  of 
r e s o u r c e s  fo r  investm ent and e x p o r ts , and in te rv en tio n  in  the  d ec is io n s  
of n a tio n a lised  in d u s tr ie s .
E ven so , if  th e re  i s  one prim e problem  (low p ro d u c tiv ity ) th e re  is  s t i l l  
re la tiv e ly  l i t t le  ag reem en t about w hat c a u se s  i t .  It is  r a th e r  a  num ber
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of d iffe ren t re in fo rc in g  and se lf-am p lify in g  f a c to r s ,  e a c h  of w hich has to
(37)be dea lt w ith if p erfo rm ance  is  to  be im proved:
(i) D rying up of the  supply of sk ille d  lab o u r in  ad eq u a te  am ounts, o r 
w ith  a p p ro p r ia te  tra in in g  to  the  m anufactu ring  s e c to r .
(ii) The v e ry  su b s ta n tia l sh ift in  the  d is tr ib u tio n  of GNP from  m arke ted  
p ro d u c ts  to  n o n -m ark e ted  ones (h ea lth , educa tion  and  t r a n s p o r t  s e rv ic e s ) ,  
w ith  the  in ev itab le  r e s u l t  th a t the g row th  of r e s o u r c e s  av a ilab le  fo r  the 
p roduction  of m arke ted  ones h a s  been  v e ry  s lo w .
(iii) The ed u ca tiona l sy stem , i t  i s  a rg u e d , h as  not met the need  of the  
grow th of p ro d u c tiv ity  th rough  i t s  e ffec ts  on m anagem ent s k i l ls ,  th e  
com m ercial a p p lica tio n s  of techno logy , and  the  d e g re e  of co o p era tio n  
betw een m anagem ent and m ark e t fo rc e .
S eco n d : P re v io u s  P o licy  to w ard s  In d u stry
(i) Investm ent Incen tiv es
One of the  m ajo r in s tru iœ n ts  u sed  by su c c e ss iv e  governm ents to im prove 
th e  p e rfo rm ance  of In d u s try  in the  UK h as been th e  u se  of Investm ent 
In c e n tiv e s . F irm s  a r e  a llow ed to  deduct from  p ro f it  an  amount to co v er 
the d e p re c ia tio n  of a s s e ts  b e fo re  tax ab le  p ro f its  a r e  a r r iv e d  a t .  The 
m ost common m ethod h as  been to deduct I /n th  of the in it ia l  co s t of th e  
m achine each  y e a r  w h ere  n is  the e stim ated  num ber of y e a r s  the  m achine
(*) The lin e  of argum ents  re g a rd in g  investm ent in c e n tiv e s  can  be 
found in  r e f e r e n c e s  (38), (39) and  (40),
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w ill l a s t .  In 1945 the G overnm ent in tro d u ced  a system  of in itia l 
a llo w an c e s . T h is  p e rm its  firm s to  a c c e le r a te  d e p re c ia tio n  fo r  ta x  
pu rposes#  F o r  exam ple, a  40 p e r  cent in itia l  a llow ance a llow s firm s  to  
deduct 40 p e r  cen t of the  c o s t of a  m achine in  i ts  f i r s t  y e a r ,  independent 
of i ts  norm al annual a llow ance in  th a t y e a r .  H ow ever, the  annual 
allow ance in  subsequen t y e a r s  m ust be re d u c e d  so th a t, a s  b e fo re , th e  
to ta l d e p re c ia tio n  o v e r the life  of th e  m achine i s  equal to  i ts  ne t c o s t .
The e ffec t i s  to re d u c e  tax ab le  p ro f its  in  the  f i r s t  y e a r  but c o rre sp o n d in g ly  
in c re a s e  them o v e r the  rem ain ing  y e a r s  of the  m ach in e’s l i f e .  T ax a tio n  is  
th e re fo re  to a  c e r ta in  ex ten t d e fe re d .
In com parison  w ith  the  p rev io u s  system  th is  th e re fo re  r e p re s e n te d  an  
au tom atic  in te r e s t - f r e e  loan  w ithout s e c u r ity  from  the In land R evenue ,
T h is  en ta iled  a  ne t re d u c tio n  in  th e  co st to  a  firm  of fin an c in g  i t s  
o p e ra tio n s  and made m ore funds a v a ilab le  than  o th e rw ise  in  the  e a r ly  
s ta g e s  of new equipm ent. T h is  second  effec t w as not im m ediate, h o w ev er, 
b ecau se  tax a tio n  is  norm ally  pa id  a  y e a r  in  a r r e a r s .
In 1954, Investm ent A llow ances w e re  in tro d u c e d . T h ese  o p e ra ted  in  the  
same m anner excep t th a t no co rre sp o n d in g  red u c tio n  in  subsequen t 
annual d e p re c ia tio n  a llo w an ces  w as m ade. T h u s , if th e  investm ent 
a llow ance w as 30 p e r  c en t, the  to ta l d ep rec ia tio n  a llow ance fo r  ta x  
p u rp o se s  o v e r the life  of the m achine w as 130 p e r  c e n t. T axation  w as not 
only d e fe re d , th e re fo re ,  butt re d u c e d  in  to ta l b ecau se  th e  re d u c tio n  in  
the f i r s t  y e a r  w as not m atched by any in c re a s e  in  la te r  y e a r s .  In th a t 
f irm s w e re  then  being  c re d ite d  w ith ex p en d itu re s  w hich they had not in  
fac t in c u r re d  th is  system  involved  an  e ffective  su b sid y , and  in c re a s e d  the  
o v e ra ll ex p ec ted  p o s t- ta x  p ro f ita b ility  of in v estm en t.
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One o r  o th e r of th e se  sy s te m s , and som etim es both to g e th e r , have 
o p e ra ted  fo r  much of the p e rio d  s in ce  the  w a r , the  r a t e s  b e in g , how ever, 
d iffe ren t in  g e n e ra l on bu ild ings a s  opposed  to  p lan t and m ach in ery , and 
being v a r ie d  o v e r tim e (som etim es s e t a t z e r o ,  th u s  e ffec tiv e ly  suspending  
o p e ra tio n s ) . In c re a s in g ly , they  w e re  re g a rd e d  a s  hav ing  s e v e ra l  
d ra w b ac k s . O ne, the  delay  in  ob tain ing  the  b e n e f its , h as  a lre a d y  been 
n o ted . In ad d itio n , f irm s  had to make su ffic ien t p ro f it to have an  in itia l 
ta x  b ill l a r g e r  than  the value of the a llo w an ces  b e fo re  the fu ll benefit 
could be ob ta in ed . T h ird ly , th e  system  o r  the  r a t e s  w e re  changed so 
freq u e n tly , on a v e ra g e  m ore than  once ev ery  th re e  y e a r s ,  th a t i t  w as 
both d ifficu lt and r is k y  to  take  them in to  accoun t in  p lann ing  in v estm en t.
P a r t ly  a s  a  r e s u l t  of th e se  o b je c tio n s , and b e a r in g  in  mind th a t the 
Investm ent A llow ance system  had invo lved  an e ffec tiv e  subsidy  fo r  some 
y e a r s ,  a  new a p p ro a c h , the  Investm ent G ran t system  w as in tro d u ced  in  
1966, S uch  g ra n ts ,  how ever, had a lre a d y  been  em ployed on a  reg io n a l 
b a s is  a s  p a r t  of an  in cen tiv e  schem e to  re lo c a te  f irm s . Investm ent g ra n ts ,  
g e n e ra lly  equal to 20 p e r  cen t of the c o s t of p lan t and m ach inery  (build ings 
continued to re c e iv e  in itia l a llo w an c e s) , w e re  paid  in  c a sh , thus m aking 
the  subsidy  e x p lic it .  The system  w as p lanned  to be one on w hich firm s 
could r e ly ,  w ith the cash  paym ent being  made w ithin  s ix  m onths of the 
c ap ita l ex p en d itu re  and being payable  i r r e s p e c t iv e  of w hether th e  firm  
co n cern ed  w as making p ro f i ts .  It w a s , th e re fo re ,  hoped th a t , unlike the 
p rev io u s  sy stem , th is  would help  firm s making low p ro f its  o r  lo s s e s  who 
w ere  a ttem pting  to clim b out of th a t s itu a tio n  by m o d e rn isa tio n , re -eq u ip m en t 
and expan sio n , to  ob tain  econom ies of s c a le .
The g ra n ts  w ere  ta x - f r e e ,  but th e i r  ne t e ffec t w as none the  le s s  only 
found by deducting  the going company tax  r a te  from  them . T h is  i s  b ecau se
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th e  to ta l of annual a llo w an ces  p e rm itted  w as only the ac tu a l ex p en d itu re  
in c u rre d  by the firm  -  the  rem ain in g  80 p e r  c e n t. In ob tain ing  th e  g ra n t, 
th e re fo re ,  to ta l d e p re c ia tio n  w as re d u c ed  by 20 p e r  cen t and ta x  v a s  
th e re fo re  now paid  on th is  am ount. With a tax  r a te  of 40 p e r  c e n t, a  20 p e r  
cent g ran t would then  be w o rth  12 p e r  cent (the same a s  a  30 p e r cent 
Investm ent A llow ance),
In p ra c t ic e , the paym ents w e re  r a r e ly  a s  fa s t  a s  had been  in ten d ed , 
and the system  i ts e lf  only la s te d  fo u r y e a r s  (though paym ents a g re e d  u n d er 
i t  w ill not ta p e r  out com pletely  u n til app rox im ate ly  1980), C ritic ism  
fo cu sed  on the  paym ent of su b s id ie s  to  lo ss-m ak in g  f irm s , the  need  fo r  
confirm ation  th a t investm en t w as e lig ib le  fo r  a  g ra n t, and the la rg e  in c re a s e  
in  both governm ent tax a tio n  and  ex p en d itu re  f ig u re s  th a t r e s u l te d .  So in  
1970 the  g ra n t system  w as sc ra p p e d  and  a  r e tu r n  w as made to In it ia l 
A llow ances a t 35 p e r  c e n t, but a t 60 p e r  cen t fo r  the f i r s t  y e a r  a s  a  s h o r t­
te rm  m easu re  to  a c c e le r a te  in v estm en t, b ecau se  of the high unemployment 
then  e x is tin g . But in  1972 the  r a te  w as in c re a s e d  to 100 p e r  cen t (and 
from  1 5 to  40 p e r  cen t on b u ild in g s). In e ffe c t , cap ita l c o s ts  a r e  on a  p a r  
w ith c u rre n t c o s ts ,  and  th e re  is  th e  maximum deferm ent of ta x  l ia b ility  
in  the f i r s t  y e a r  c o n s is te n t w ith  no o v e ra ll subsidy  (o th e r than  th e  z e ro  
in te r e s t  ch arg e  on d eferm en t).
(ii) R egional Policy^ ^
R egional policy  in  the  UK h as  been  p rim arily  designed  to h a lt and r e v e r s e  
the  grow ing d is p a r ity  betw een re g io n s  in te rm s  of incom e p e r  h e ad .
(*) S ee  r e f e re n c e s  (41) and (42) and (43) fo r  a  thorough  d isc u ss io n  of 
re g io n a l p o licy .
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unemployment and econom ic growth* H ow ever, i t  h as  a lso  been  seen  a s  
a  m eans of re d u c in g  in fla tio n a ry  p r e s s u r e s  and  in c re a s in g  p ro d u c tiv ity ; 
the f i r s t  by p rev en tin g  e x c e ss  demand fo r  la b o u r and  wage in fla tio n  in 
some a r e a s  w hen unemployment in  o th e rs  r e q u ir e s  re f la tio n  of the  economy; 
the  second  by p rev en tin g  u n d e r-u til is a tio n  of r e s o u r c e s ,  both pub lic  and 
p r iv a te , c a p ita l and  la b o u r , in  some a r e a s  when acu te  sh o rta g e s  e x is t 
e ls e w h e re . T he d e p re s se d  re g io n s , w hich tended  to do le s s  w ell on 
a ll  the  c r i te r ia  u sed , w e re  r e g a rd e d  a s  being d e p re s s e d  e i th e r  b ecau se  
they  w e re  heav ily  dependent on one o r  m ore d ec lin in g  in d u s tr ie s ,  m ainly 
c o a l, te x t i le s ,  sh ipbu ild ing , an d  a g r ic u ltu re  -  o r  b ecau se  they w e re  
in h e re n tly  le s s  conducive to  in d u s tr ia l  ex p an sio n , th rough  d is ta n ce  from  
s u p p lie rs  o r  from  m ain m ark e ts  o r  th ro u g h  geo g rap h ica l b a r r i e r s  to  good 
com m unication and  t r a n s p o r t .  A ttem pts to m easu re  th e  r e la t iv e  im portance  
of the two su g g es t th a t the  fo rm er is  g e n e ra lly  the  m ore s e r io u s ,  e sp e c ia lly  
when a llow ance is  made fo r  the fa c t th a t dependence on the declin ing  
in d u s try , by red u c in g  the  r a te  of in c re a s e  of incom es p e r head  in  the  
re g io n , le a d s  to  le s s  ra p id  advance  in  o th e r lo c a l t r a d e s ,  s e r v ic e s ,  and 
f irm s , and  so th e  reg io n  a s  a w ho le .
C onceived of p u re ly  in  te rm s of d iffe ren tia l r a te  of unem ploym ent, i t  
might be a rg u ed  th a t policy  could  be designed  to re lo c a te  the e x c e ss  
supply of la b o u r in  a r e a s  of e x c e s s  dem and, o r  re lo c a te  jo b s  th rough  
inducing  firm s to  expand in  a r e a s  of high unem ploym ent.
The main lin e  of policy  h as been  to en co u rag e  firm s  to move to , o r  
expand in  the d e p re s s e d  re g io n s . H ere  th e re  have  been two main types 
of in s tru m e n ts , the f i r s t  being  a system  of co n tro l b ased  on In d u s tr ia l 
Developm ent C e r tif ic a te s  ( I .D .C .S . )  Any in d u s tr ia l developm ent o v e r 
500 sq u a re  fe e t re q u ire d  one of th e se  to  be ob ta ined  b e fo re  planning
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p erm iss io n  could  be g ra n te d , and  they  w ere  only re a d ily  is su e d  fo r  
developm ent in  Developm ent A re a s ,  a s  the o ffic ia lly  d e p re s s e d  re g io n s  
becam e known in  1966 ( I .D .C .s  a r e  in  fa c t no lo n g e r r e q u ire d  in  th e se  
a r e a s ) .  The g e n e ra l policy  e lse w h e re  w as only to  is su e  an I .D .C ,  if i t  
w as lik e ly  th a t re fu s a l  would r e s u l t  in  the lo s s  of th e  developm ent, 
e i th e r  b ecau se  i t  would not be em barked  upon a t  a l l  o r  b ecau se  i t  w ould 
be re lo c a te d  e lse w h e re  in  E u ro p e ,
The second  in s tru m en t w as to  give in cen tiv es  to f irm s  to r e lo c a te .
In itia lly  th e se  m ainly took the form  of h ig h e r in v estm en t in cen tiv es  in  the  
Developm ent A r e a s ,  C ash  g ra n ts  w e re  in tro d u ced  in  1963 on both  p lan t 
and m ach inery  and b u ild in g s , in  add ition  to  100 p e r  cen t in itia l a llo w an ces  
fo r  the fo rm e r . When Investm ent G ran ts  w e re  in tro d u ce d  th roughou t the  
co u n try , the r a t e  in  the  D evelopm ent A re a s  a t le a s t  40 p e r  cen t w as 
tw ice  th a t e lse w h e re . B uild ings a lso  re c e iv e d  25 p e r  cent c ash  g ra n ts  
in  both Developm ent A re a s  and the  new c la s s if ic a tio n  known a s  
In te rm ed ia te  A re a s  (g en e ra lly  ’fr in g e  ’ a r e a s  su ffe rin g  th e  symptoms 
of re g io n a l d e p re s s io n  but no so  acu te ly ), and 35 p e r  cen t in  the  new 
S p e c ia l D evelopm ent A re a s  w here  the problem s w e re  m ost a c u te . Only 
the c ash  g ra n ts  fo r  bu ild ings (at d iffe ren t r a te s )  w e re  re ta in e d  a f te r  the  
ab o litio n  of Investm ent G ran ts  in  1970, w ith 100 p e r  cent in it ia l  a llo w an ces  
again  becom ing the main re g io n a l in c en tiv e . But th is  w as su b seq u en tly  
r e g a rd e d  a s  a  m is tak e , not only b ecau se  it  re d u c e d  th e  a s s is ta n c e  
given but a lso  b ecau se  i t  is  e sp e c ia lly  in  the  d e p re s s e d  re g io n s  th a t 
f irm s may be po ten tia lly  and a c tu a lly  e ffic ien t in  th e i r  o p e ra tio n s  but s t i l l  
inadequate ly  p ro f ita b le , and th e re fo re  unable to  ta k e  fu ll advantage  of 
a llo w an ces  a s  opposed  to  g ra n ts .  So in  1972, cash  g ra n ts  w ere  
re in tro d u c e d  fo r  b u ild in g s , p la n t, and m ach inery  a t  20 p e r  cen t in  
D evelopm ent A re a s ,  22 p e r  cent in  S p ec ia l D evelopm ent A re a s  and  a t
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20 p e r  cent on B uild ings in  In te rm ed ia te  A re a s .  U nlike Investm ent 
G ra n ts , th e se  re g io n a l Developm ent G ra n ts , a s  they w e re  known, 
did not r e s u l t  in  a  c o rre sp o n d in g  re d u c tio n  in the to ta l annual 
d e p re c ia tio n  p e rm itted . The in tro d u c tio n  of th e se  g ra n ts  provoked  
c r itic ism  on the g rounds th a t they  w ere  a  cap ita l subsidy  w ith the 
b ig g est a ttra c t io n  fo r  c a p ita l- in te n s iv e  firm s , w h e rea s  the high 
unemployment in  the  D evelopm ent A re a s  su g g ested  th a t i t  would be m ore 
e ffic ien t to a t t r a c t  la b o u r- in te n s iv e  o n es . P a r t ly  in  re sp o n se  to  th is  
the R egional Em ployment Prem ium  w as in tro d u ced  in  1 967, T h is  w as a 
d ire c t  subsidy  to  a ll firm s in  D evelopm ent A re a s  p e r  em ployee p e r  
w eek , w ith d iffe ren t r a t e s  fo r  m en, women and m in o rs . A lthough they  
w ere  o rig in a lly  to  be phased  out in  1974, and th e i r  fu tu re  is  s t i l l  
u n d er re v ie w .
Many o th e r re g io n a l in s tru m en ts  have been  u sed , inc lud ing  the  
p ro v is io n  of in f r a s tru c tu re  -  ro a d s ,  d ra in a g e , e tc , -  governm ent- 
owned land  and bu ild ings a t p re fe re n tia l  r a t e ,  s e le c tiv e  m easu re s  fo r  
land re c lam a tio n , c le a ra n c e  of d e re l ic t  s i te s ,  rem oval g ra n ts ,  cheap  
lo a n s , and g ra n ts  to  c o v e r the c o s t of com m ercial lo a n s . New 
S c o ttish  and W elsh Developm ent ag en c ie s  now re c e iv e  g ra n ts  to 
e s ta b lish  and develop  new in d u s tr ia l  e s ta te s  and p u rp o se -b u ilt 
fa c to r ie s .  In ad d itio n , th e re  have been  some e ffo r ts  to  p o la r iz e  grow th 
in  p a r t ic u la r  a r e a s  by co n cen tra tin g  a s s is ta n c e ,  so th a t th e  expend itu re  
th e re  w ill have re in fo rc in g  're g io n a l m u ltip lie r ' e ffec ts  a s  the funds 
a re  spen t on lo ca lly  av a ilab le  goods and s e rv ic e s  r a th e r  than  on ones 
’im p o rted ’ from  ou tside  the a r e a .  The s iz e  of th e se  am plifying 
e ffec ts  depends a lso  on w h e th er the  su b sid ie s  a r e  u sed  to expand 
em ploym ent, in c re a s e  w ag es , in c re a s e  investm en t, lo w er p r ic e s ,  o r  
pay out m ore d iv idends (the la t te r  ones g e n e ra lly  having sm a lle r e ffe c ts ) .
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T h e re  a r e ,  ho w ev er, many unknowns in  the  p ro c e ss  of grow th 
g eo g rap h ica lly  and to da te  l i t t le  h as been  ach iev ed  in  th is  d ire c tio n ,
(iii) L abour M obility
The th ird  elem ent in  p rev io u s  po licy  h as  been  the m easu re s  d esigned  to 
in c re a s e  the movement of lab o u r from  s e c to r s  of low p ro d u c tiv ity , o v e r­
m anning, and lo n g -te rm  d ec lin e  to th o se  w h ere  th e  opposite  conditions 
ap p ly .
The main in s tru m en t u sed  v a s  S elective  Em ploym ent T ax , in tro d u ced  in 
1965. It w as a  levy  p e r  head  on n e a r ly  a ll f irm s in  the  co u n try , re b a te d  
back  to  some and re b a te d  back  w ith an ad d itio n a l premium in  o th e r s .  T hus 
employment in  some s e c to r s ,  p rim arily  s e rv ic e s  and d is tr ib u tio n , could be 
ta x ed , and in  o th e r s ,  p rim arily  m anufactu ring , su b s id ise d  in  an e ffo r t to 
induce o v e r tim e a re d u c tio n  in  employment in  the  fo rm er and an in c re a s e  
in  th e  l a t t e r .
T h is  m easu re  su ffe red  in  two w a y s . The subsidy  elem ent w as only 
m ain tained  fo r  two y e a r s ,  a f te r  which the  ta x  becam e a g e n e ra l re v e n u e -  
r a is in g  tax  no lo n g e r w ell su ite d  fo r  i ts  re d is tr ib u tiv e  fu n c tio n . In 
ad d itio n , i t s  in tro d u c tio n  co incided  w ith a  s e v e n -y e a r  p e rio d  of re la tiv e ly  
high unemployment in  which lab o u r sh o rta g e s  in  key s e c to r s ,  m anifest in 
p e r io d s  of low unem ploym ent, w ere  much le s s  s ig n ific an t. The m easu re  
w as then  rem oved  sh o rtly  b e fo re  the next sh a rp  upswing in dem and, and 
it  rem a in s  u n c le a r  w h e th er it  had an  im pact in  the  in te rim . In ad d itio n , 
th e re  i s  the M anpower S e rv ic e s  Com m ission w ith , among o th e r s ,  th e  
function  of p lanning  s e c to ra l  sh if ts  of lab o u r and the re ta in in g  it r e q u i r e s .
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T h ird : The New A pproach  to  In d u s try  in  the
(i) The N ational E n te rp r is e  B o ard
The 1975 In d u s try  A ct e s ta b lish e d  a N ational E n te rp r is e  B o ard . T h is  is  
now in  o p e ra tio n  and h as  £1 ,000m , a t i t s  d isp o sa l, although it i s  
en v isaged  th a t the bulk of th is  w ill be spen t rough ly  in  equal annual amounts 
o v e r the  fo u r  fin an c ia l y e a r s  1976-80 , I ts  m ajo r functions a r e  sp ec ified  
a s  th e  im provem ent of in d u s tr ia l  e ffic iency  and in te rn a tio n a l co m p etitiv en ess , 
a s s is ta n c e  to  firm s who a r e  sh o r t of n e c e s s a ry  fu n d s , the  ta k e -o v e r  of 
e x is tin g  governm ent sh areh o ld in g s  to e n su re  p ro fitab le  public  e n te r p r i s e ,  
and th e  prom otion of in d u s tr ia l  d em ocracy . It is  ab le  to buy up s h a r e s  of 
p r iv a te  com panies in  the  open m arket and  p rov ide  funds to f irm s  in  r e tu r n  
fo r  a  s tak e  in  th e i r  eq u ity . S uch  public  o w nersh ip  i s  g en e ra lly  in tended  
to  be by m utual ag reem en t w ith  the company c o n ce rn e d , w ith  com pulsory  
n a tio n a lisa tio n  being qu ite  s e p a ra te  and norm ally  re q u ir in g  a B ill to 
P a r lia m e n t, A pproval by the S e c re ta r y  fo r  S ta te  fo r  T rad e  and In d u s try  
is  re q u ire d  if a  s tak e  in  a company is  in  e x c e ss  of £10m, o r  30 p e r  cen t of 
i ts  to ta l eq u ity . He may give both g e n e ra l and  sp ec ific  d ire c tio n s  to the  
N . E . B . , a g a in s t which th e re  is  no a p p ea l, though it a p p e a rs  th a t th is  is  
p rim a rily  desig n ed  w ith  o v e ra ll  s tra te g y  c o n s id e ra tio n s  in  mind a s  opposed  
to  d ay -b y -d ay  o p e ra tio n s , to g e th e r  w ith th e  need  to e n su re  o v e ra ll 
M in is te r ia l c o n tro l of public  fu n d s . He a lso  lay s  down the fin an c ia l d u tie s  
of the N .E .B .  su b jec t to the  ap p ro v a l of the T r e a s u ry .  The a cq u is itio n  
and o p e ra tio n  of a lo ss-m ak in g  co n ce rn  fo r  non -com m ercial re a s o n s  i s  to  
be s e p a ra te ly  acco u n tab le , em phasizing  the  commitment to  p ro fitab ility  in  
i t s  m ain o p e ra tio n s ,
(*) R e fe re n c e s  (34, (36) and  (45) give a  fu ll account of th a t a p p ro a c h .
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A ccording  to  d ra f t gu idances announced in  M arch 1976, the N .E .B .  w ill 
be su b jec t to the  same ob lig a tio n s  and o p p o rtu n itie s  a s  com panies in  the 
p r iv a te  s e c to r .  In p a r t ic u la r  th is  in c lu d es: the C ity Code on T ak eo v er 
and M erg er o p e ra tio n s ; p r ic e s  le g is la tio n ; f a i r  tra d in g  le g is la tio n ; 
In d u s tr ia l D evelopm ent C e r tif ic a te s ;  p lanning c o n tro ls ; R eg ional D evelop­
ment G ra n ts , In add ition  i t s  su b s id ia ry  com panies w ill not be ab le  to 
ob tain  a  com petitive advan tage  by obtain ing lo an s  from  the N .E .B ,  a t 
lo w er than  u su a l in te r e s t  r a t e s .  F in a lly , th e  N .E .B ,  w ill not have a c c e s s  
to in fo rm ation  supp lied  by com panies in  confidence to the G overnm ent, fo r  
exam ple in  a  P lann ing  A g reem en t, even if a  jo in t v e n tu re  of some s o r t  
betw een  the  company and th e  N .E .B .  i s  being  con tem plated .
(ii) P lan n in g  A greem ents
P lanning  A greem ents  w ill not be enf o r  cab le  c iv il c o n tra c ts  but th e  
G overnm ent n e v e r th e le s s  in ten d s they  should  be dependable from  both 
s id e s .  They a r e  p rim a rily  desig n ed  fo r  la rg e  firm s but th e re  w ill be no 
s ta tu to ry  re q u irem en t fo r  any firm  to e n te r  o n e . If i t  d o e s , h o w ev er, i t  
m ust p ro v id e  the  in form ation  re q u ire d  by the G overnm ent w hich is  a t the  
h e a r t  of the  sy stem . T h is  c o v e rs  ex is tin g  and planned o p e ra tio n s  m ainly 
w ith r e g a r d  to  in v estm en t, p r ic e s ,  p ro d u c t developm ent, em ploym ent, 
e x p o r ts , im p o rts  re q u ire m e n ts , in d u s tr ia l  r e la t io n s ,  consum er 
p ro te c tio n  and environm ental a s p e c ts .  It is  en v isag ed  tha t they  would be 
th r e e - y e a r  ro ll in g  a g re e m e n ts , but th a t ex is tin g  company planning 
m echanism s and  tim e h o rizo n s  should be adopted  if m ore conv en ien t. In 
r e tu r n  th e  G overnm ent w ill make av a ilab le  i t s  fo re c a s ts  fo r the econom y, 
i ts  p lan s  fo r  the  m anagem ent of the  econom y, make g ra n ts  under i ts  
ex is tin g  p o w ers  w here  d e s ir a b le , and g u a ran tee  th e se  fo r  the life  of the
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P lann ing  A greem ent* Unions w ill have a c c e s s  to th e se  ag reem en ts  but 
w ill not be a  p a rty  to  them ,
(iii) Inform ation  A greem ents
The 1975 A ct a lso  con tain s s e p a ra te  p ro v is io n  fo r  company d is c lo su re  
of in fo rm atio n . Any firm  may be re q u ire d  by the  S e c re ta ry  of S ta te  fo r 
T rad e  and  In d u s try  to  p rov ide  inform ation  on i t s  em ploym ent, ou tpu t, 
c a p ita l , in v estm en t, s a le s ,  p ro d u c tiv ity , a c q u is itio n s , e x p o r ts ,  in d u s tr ia l 
p ro p e r ty , and o th e r  le s s  im p o rtan t ite m s , the  main p u rp o se  being to  make 
firm s  m ore g e n e ra lly  accoun tab le  fo r  th e ir  p e rfo rm an c e . C le a r ly , any 
firm  w ith a  P lann ing  A greem ent w ill a lre a d y  have p ro v id ed  in form ation  on 
m any, if not a l l ,  of th e s e , but the  d is c lo su re  can  apply to  any firm  and 
a re  not voluntary*  T his in fo rm ation  w ill again  be av a ilab le  to th e  tra d e  
unions c o n ce rn ed , u n le ss  i t  i s  in  the  n a tio n a l in te r e s t  th a t i t  be kept 
sec re t*  A company c an , h o w ev er, appeal to a  committee sp ec ia lly  c re a te d  
fo r  the  p u rp o se  on the  ground th a t the d is c lo su re  would be harm ful to  the 
com pany’s in te r e s t s .  If th is  ap p ea l i s  a c c e p te d , the only people w ith 
a c c e s s  to  th e  in form ation  a p a r t  from  the com m ittee and the  company its e lf  
w ill be governm ent d ep artm en ts  co n ce rn ed  and  the M anpower S e rv ic e s  
C om m ission, W hether th is  p o ten tia lly  harm ful e ffec t o c c u rs  w ill, th e re fo re , 
depend on the  d is c re tio n a ry  pow er of th is  com m ittee and w h e th er i t  
in te r p r e ts  it  in  a  m anner e s s e n tia l ly  sym pathetic  o r  h o s tile  to the com panies 
concerned*
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3*3 T h e o re tic a l C oncepts of the S tru c tu re  of U .K . In d u s try
A b s tra c t  m icroeconom ic th e o ry  id e n tif ie s  some re la t iv e ly  s tab le  fe a tu re s  
of m a rk e ts , su ch  a s  the approx im ate  num bers of b u y e rs  and s e l le r s  (one, 
faw o r  many) and  th e  b a r r i e r s  to  en try  in to  p roduction  and d is tr ib u tio n .
T h ese  a r e  shown (a) to a ffec t the  re la tio n s h ip s  betw een  s e l l e r s ,  and 
betw een b u y e rs  and s e l l e r s ;  (b) a s  a  consequence  of th e se  in te r re la tio n s h ip s  
to  give r i s e  to  p a r t ic u la r  p a tte rn s  of com petitive b eh av io u r; and (c) by 
a ffec tin g  conduct of b eh av io u r , to in fluence  in d u s tr ia l  perfo rm an ce  (for 
exam ple, r a t e s  of p ro fit and  sp eed  of tech n o lo g ica l change). In d u s tr ia l 
econom ics is  la rg e ly  co n ce rn ed  w ith  ex p lo rin g  th e se  r e la t io n s h ip s . T h is 
i s  done in  two main w ays: f i r s t ,  by studying th e  m ark e t s t r u c tu r e ,  
b eh av io u r and p e rh a p s  p e rfo rm an ce  of p a r t ic u la r  in d u s tr ie s  and by 
in v es tig a tin g  the  e ffec ts  of d iffe re n t m arke t s t ru c tu re s  on the perfo rm an ce  
of in d u s tr ie s  u s in g  c ro s s - s e c t io n  o r  com parative  s tu d ie s . A s a  fin a l 
s tag e  the  in d u s tr ia l  econom ist often m akes public  policy  recom m endations 
about such  th in g s  a s  monopoly le g is la tio n  and  re g io n a l investm ent in c e n tiv e s .
Although d e ta iled  com petitive conduct o r  b eh av io u r depends upon th e  
m otivations and  d e c is io n s  of ind iv idual f irm s , the  g e n e ra l p a tte rn  of 
beh av io u r w ill be s tro n g ly  in flu en ced  by the env ironm en ts  in  w hich  firm s 
o p e ra te . It is  u su a lly  a p p ro p r ia te  fo r  a n a ly s is  to  c o n c e n tra te  on the  
environm ent fo r  a  g roup  of firm s  w hich can  be c la s s if ie d  to  a  sing le  
in d u s try , o r  w hich buy and s e ll  goods in  an  id en tifiab le  m arke t o r  g roup of 
m a rk e ts . B u sin e ss  behav iou r is  then  re la te d  to the s t ru c tu re  of the 
re le v a n t in d u s try  to m a rk e t(s ) . H ow ever, i  n iden tify ing  th is  s tru c tu re  
it is  d ifficu lt o r  im possib le  to  avo id  a  c i r c u la r  defin ition : the s t ru c tu re  
co m p rises  th o se  c h a r a c te r is t ic s  which a r e  b e liev ed  to  be im portan t fo r
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It is  norm ally  assum ed  th a t th e re  w ill be no s ig n ifican t en try  b a r r i e r s  
to  a to m istic  m ark e ts  but some b a r r i e r s  p ro te c tin g  m onopolistic  m ark e ts  
w ill ex isto  The o lig o p o lis tic  g ro u p , how ever, is  often fu r th e r  sub­
d iv ided  acc o rd in g  to  the  num ber and s iz e  d is tr ib u tio n  of firm s and th e  
s c a le -o f -e n try  b a r r i e r s .  F o r  in s ta n c e , in  d isc u ss in g  e n try  b a r r i e r s ,  
Bain^"^^^ d is tin g u ish es  betw een m ark e ts  to w hich en try  is  b lo ck ed , th a t 
i s  th o se  in  w hich firm s might p u rsu e  p ro fit m axim isation w ithout e n try  
be ing  induced  and  m ark e ts  w ith  only m odera te  en try  b a r r i e r s ,  in  w hich 
f irm s  might be tem pted to  lo w er p r ic e s  to  fo re s ta l l  e n try . The ju s tif ic a tio n  
fo r  the  d is tin c tio n , i t  should  be n o ticed , l i e s  not in  the  height of th e  
b a r r i e r  fo r  i t s  own sak e  but in  i t s  im plication  fo r  the b eh av io u r of 
e s ta b lish e d  s e l l e r s .  S im ila r ly , a llow ance may be made fo r  the r e la t iv e  
s iz e s  of f i rm s . O ligopoly may be s u b -c la s s if ie d  acco rd in g  to th e  s h a re  of 
th e  m ark e t h e ld  by the lead in g  f irm s , o r  the d e g re e  of in eq u ality  in  s iz e  of 
the f irm s , o r  the p re se n c e  o r  ab sen ce  of a  f r in g e  of sm all f irm s . Once 
again  th e  ju s tif ic a tio n  l ie s  in  h y p o th esised  e ffe c ts  on behav iou r and  not in  
any co n ce rn  fo r  p re d ic tiv e  a c c u ra c y .
A p a rt from  the th re e  m ajor s t ru c tu ra l  c h a r a c te r is t ic s  outlined  above, p lus 
th e  d eg ree  of bu y er c o n c e n tra tio n , th e re  i s  a  long  l i s t  of o th e r p o ten tia lly  
im portan t v a r ia b le s  which may a ffec t m arke t conduct and p efo rm ance. The 
l i s t  in c lu d e s : v a r ia b le s  a ffec tin g  demand co n d itio n s , su ch  a s  p r ic e  
e la s t ic i ty  of dem and, s h o r t- ru n  incom e e la s tic ity  and lo n g -ru n  r a t e  of 
g row th  ; v a r ia b le s  a ffec tin g  supply  co n d itio n s , such a s  econom ies of 
s c a le ,  co st f le x ib ility , v e r t ic a l  in te g ra tio n  and the u n d erly ing  r a t e  of 
te ch n ica l ad v an ce ; and fo rm s of governm ent in te rv e n tio n , such  a s  
sp ec ific  ta x e s , h ire -p u rc h a s e  c o n tro ls , p r ic e  and  output re g u la tio n s .
As fo r  co n ce n tra tio n  m e a s u re s , although th e  typology of in d u s try  
s itu a tio n  u sed  in  p r ic e  th e o ry  r e l ie s  heav ily  on the  num ber of com peting
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firm s invo lved , n e ith e r  the  p re c is e  ab so lu te  nu m b ers , excep t fo r  the 
sp ec ia lly  defined  c a se s  of monopoly and duopoly, n o r the s iz e  d is tr ib u tio n  
of f irm s , a r e  sp ec if ie d . F o r  the la rg e -n u m b e rs  c a s e s ,  v a r io u s ly  defined 
to  inc lude  p e rfe c t and p u re  com petition , a to m is tic  com petition and 
m onopolistic  com petition , the  key fe a tu re  is  th a t a  s ing le  f i r m 's  ac tio n s  
w ill have no a p p re c ia b le  e ffec t on o th e r firm s  in d iv id u a lly , and hence th e re  
w ill be no a ttem pt to  c o n s id e r  th e ir  r e a c t io n s .  The only re q u ire m e n t is  
th a t ind iv idual f irm s  a r e  su ffic ien tly  sm all re la t iv e  to the in d u s try  fo r  
th is  independence  condition to  hold ; the  num ber of firm s th is  invo lves is  
u n sp ec if ie d . F o r  oligopoly th e  key fe a tu re , on the o th e r  hand , i s  tha t the 
a c tio n s  of ind iv idual s e l l e r s  w ill ap p re c ia b ly  a ffec t o th e r  firm s  so tha t 
the  l a t t e r ' s  re a c tio n s  have to  be a n tic ip a te d . Once a g a in , h o w ev er, 
th e re  i s  no sp ec if ic  num ber, such  a s  two o r  tw en ty , th a t id e n tif ie s  to  the  
num bers re q u ire m e n t. N e v e rth e le s s  it is  c le a r  th a t th e  d eg re e  of 
independence  w ill be a ffec ted  by the  num ber of f irm s , o th e r  th in g s  being 
eq u a l. A p a rt from  th e  sp e c ia l c a se  of m onopoly, the  d e g re e  of 
in te rd e p e n d e n c e , defined  by th e  im pact of one firm  ' s a c tio n s  on an o th e r 
f irm , w ill v a ry  in v e rse ly  w ith  the num ber of firm s if p ro d u c t hom ogeneity 
is  a s s u m e d .'3
One c ru d e  w ay , th e re fo re , of com paring in d u s tr ie s  is  by ran k in g  them 
a cc o rd in g  to  th e  num ber of firm s in v o lv ed . O bviously th is  p ro v id e s  only 
a v e ry  lim ited  m easu re  of in te rd ep en d en ce  so an a lte rn a tiv e  ap p ro ach  is  
to m easu re  the  p ro p o rtio n  of an in d u s try  c o n tro lle d  by a given num ber of 
lead in g  f irm s , o r  the num ber of firm s re q u ire d  to  co n tro l a  given 
p ro p o rtio n  of the in d u s try . The fo rm er p ro v id es  th e  m ost common 
m easu rem en t: the co n cen tra tio n  r a t io  fo r  a  sp ec ified  num ber of f irm s , 
g ives the p ro p o rtio n  of the dom estic  in d u s t r y 's  a s s e t s ,  s a le s ,  ou tpu t, 
va lue  added o r employment c o n tro lle d  by th o se  f irm s . In the U nited  Kingdom
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the  num ber of lead in g  firm s h as  now been s ta n d a rd is e d  a t fiv e  in  the 
g o v ern m en t’s C ensus of p ro d u c tio n  s ta t i s t i c s .  In the U nited S ta te s  
the s h a re s  of the  lead in g  fo u r ,  e igh t and  tw enty firm s a r e  u s e d .
F u r th e r ,  i t  is  a p p a ren t th a t th e  a sse ssm e n t of co n cen tra tio n  is  
c r i t ic a l ly  dependent on the cho ice of th e  num ber of lead ing  firm s  to  be 
inc luded  in  the co n cen tra tio n  r a t io ,
A second  m easurem ent problem  c o n ce rn s  the cho ice  of an  a p p ro p r ia te  
m e a su rin g -ro d  from  among s a le s ,  ne t ou tpu t, em ploym ent, a s s e ts  and 
c a p a c ity . If a s s e ts  o r  employment a r e  chosen  to  m easu re  f i r m ’s m arket 
s h a r e , the  value  of the co n ce n tra tio n  index  w ill p a r tly  r e f le c t  th e  c ap ita l 
in te n s ity  of th e i r  p ro d u c tio n  technology; th o se  firm s  in  an  in d u s try  u sing  
re la tiv e ly  c a p ita l- in te n s iv e  tech n iq u es  w ill seem  la r g e r  if a s s e t s  a r e  
u s e d , and sm a lle r  if employment i s  u sed , a s  the  m easu rin g  r o d .  S im ila r ly , 
th e  net ou tpu t, employment and a s s e ts  of a  firm  w ill r e f le c t  the  ex ten t to  
w hich i t  i s  v e r tic a l ly  in te g ra te d . The net output o r  value added  ( s a le s  
m inus p u rc h a se s  of inpu ts  from  o th e r  f irm s) , em ploym ent, an d  a s s e t s  
w ill be g re a te r  fo r  the  v e r tic a l ly  in te g ra te d  f irm , even if i t s  f in a l s a le s  
a r e  only th e  sam e a s  th o se  of a n o th e r le s s  v e r tic a l ly  in te g ra te d  f irm . By 
avo id ing  th is  v e r t ic a l- in te g ra t io n  p rob lem , th e  s a le s  m easu re  p robab ly  
g iv es  the  m ost a p p ro p r ia te  in d ica tio n  of c o n c e n tra tio n . H ow ever, 
fo r tu n a te ly  fo r  in te r - in d u s try  co m p ariso n s , th e  cho ice  of m e asu rin g -ro d  
g e n e ra lly  does not s e r io u s ly  a ffec t the  co n cen tra tio n  ran k in g  of 
in d u s tr ie s .  A s long a s  the  an a ly s t rem em b ers  the  lim ita tio n s  and 
b ia se s  of h is  to o ls , the in te rp re ta t io n  of r e s u l t s  can  be a p p ro p ria te ly  
a d ju s te d .
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With a ll  th e se  p ro v iso s  in m ind, we now tu rn  to th e  co n cen tra tio n  of U .K . 
in d u s try . The c la s s if ic a tio n  i s  b a se d  on th e  f iv e -f irm s  co n cen tra tio n  
ra t io  and  ta k e s  no accoun t of the  s iz e  d is tr ib u tio n  and  ab so lu te  num bers 
of f irm s . In only a  sm all num ber of c a s e s ,  a t  le a s t  in  the  p r iv a te  s e c to r ,  
is  any th ing  lik e  a monopoly ap p roached ; the  dom inance of C o u rtau ld s  in  
the  p roduction  of ra y o n , an d  P ilk in g to n s  in  th e  p roduction  of f la t g la s s ,  
do h o w ev er, p ro v id e  exam ples. At the o th e r  ex trem e th e re  a r e  a  re la tiv e ly  
sm all num ber of c a s e s  w h ere  the m ajo r f irm s  co n tro l le s s  than  3 0 ^  of 
dom estic  output in  a  na tiona l m arke t w hich may be d e sc r ib e d  a s  dom estic .
In betw een lie  the g re a t m ass of in d u s tr ie s  w hich a re  w eak ly , m o dera te ly  
o r  highly  c o n ce n tra te d  and  w hich may be d e sc r ib e d  a s  o lig o p o lis tic . 
H ow ever, rem em bering  th e  many o th e r d im ensions of m arke t s tru c tu re  
ou tlined  e a r l i e r ,  a s  w ell a s  the  d iffe rin g  s iz e  d is tr ib u tio n s  of f irm s , it  is  
c le a r  th a t  UK in d u s try  in c lu d es  a  w ide v a r ie ty  of s t ru c tu re s  w ith in  the 
o v e ra ll  o ligopoly c la s s .
A m ajo r fa c to r  in  th is  p ro g re s s iv e  in c re a s e  in  co n cen tra tio n  h as  been  
the trem endous a c c e le ra tio n  in  ta k eo v e r a c tiv ity . Some in d ica tio n  of the 
im pact of th is  u p su rg e  is  g iven  by the  M onopolies C o m m i s s i o n . T h e  
sam ple c o n s is te d  of 2024 com panies ex is tin g  in  1957 th a t had  a s s e t s  of 
o v e r £ 0 ,5  m illion a t the  beginning  of 1961 , w e re  engaged in  o p e ra tio n s  
m ainly in  the  U nited K ingdom , and  had a quo ta tion  on a  U .K . fe d e ra te d  
stock  exchange a t the  beginning of 1 961 , By the end of 1968 the  o r ig in a l 
2024 com panies had been re d u c e d  to 1 253, a  red u c tio n  of 38%.
A lthough ta k e o v e rs  and m e rg e rs  have undoubtedly been an  im portan t 
fa c to r  cau sin g  in c re a s e  c o n c e n tra tio n , i t  should  a lso  be rem em b ered  tha t 
th is  need  not le ad  to an in c re a s e  in monopoly p o w er. In so f a r  a s  m e rg e rs  
take p lace  betw een sm all and m edium -sized  f irm s , o r  betw een sm all firm s
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and la rg e  firm s in  o th e r  in d u s tr ie s ,  the  e ffec t may be to  in c re a s e  
effec tive  com petition , not to  re d u c e  i t .  F u r th e r ,  co n cen tra tio n  may 
a lso  change a s  a  r e s u l t  of the  d iffe ren tia l in te rn a l grow th r a te s  of firm s
(49)
w ith in  an  in d u s try . T hus W alshe commenting on a  su rv e y  of high 
c o n ce n tra tio n  in d u s tr ie s  up to  1963, noted: "in  e ffe c t, h o w ev er, he 
concluded th a t in te rn a l and  e x te rn a l expansion  h a s  been  equally  
re sp o n s ib le  fo r  the prom otion of m onopoly, n e a r  monopoly and tig h t 
oligopoly  • W hether th is  rough  eq u ality  of re sp o n s ib il ity  h as  su rv iv e d  
the  m e rg e r boom of the  la te  1960s and e a r ly  1970s i s  p e rh a p s  m ore 
doub tfu l, ’’
So f a r  the d isc u ss io n  of in d u s tr ia l  s tru c tu re  h a s  been  co n ce rn ed  only 
w ith  th e  d e g re e  of co n ce n tra tio n  in  ind iv idual m a rk e ts , ig n o rin g  th e  
fa c t th a t many firm s o p e ra te  in  m ore than one m a rk e t. So we ought to 
d is c u s s  d iv e rs if ic a t io n ,
Som eindication of the im p o rtan ce  of d iv e rs if ic a tio n  is  p rov ided  by 
Channon^,^^^ He exam ined th e  d iv e rs if ic a tio n  p a tte rn  of the  la r g e s t  
h u ndred  m anufacturing  com panies o p e ra tin g  in  G rea t B rita in  in  1969-70 
usin g  a  fo u rfo ld  c la s s if ic a tio n  sy stem . F i r s t ,  s in g le -p ro d u c t f irm s  a r e  
th o se  fo r  w hich a t le a s t  95% of s a le s  lie  w ith in  a  s in g le -p ro d u c t a r e a  such  
a s  co m p u te rs . N otice th a t w ith in  the  one p ro d u c t a r e a  a  firm  may p ro d u ce  
a  w ide ra n g e  of ind iv idua l p ro d u c ts  and m odels. By 1970, only s ix  of th e  
one hundred  la r g e s t  f irm s fe ll  in to  th is  g ro u p . S eco n d , D om inan t-p roduct 
firm s a r e  th o se  w hich have one m ajo r p ro d u c t line but a lso  ha vie seco n d a ry  
lin e s  making up to 30% of the f i r m 's  to ta l s a le s  volum e. T h ir ty - fo u r  
firm s fe ll in to  th is  g ro u p . T h ird , re la te d -p ro d u c t firm s a re  th o se  fo r  
w hich no one p ro d u c t line  acco u n ts  fo r 70% of the to ta l s a le s  but w hose 
v a r io u s  a c tiv it ie s  a r e  linked  by re la te d  techno logy , v e r t ic a l  in te g ra tio n
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a n d /o r  s a le s  in  r e la te d  m a rk e ts . T h is  g roup  con tained  f if ty -fo u r  f irm s . 
F in a lly , u n re la te d -p ro d u c t firm s a r e  th o se  w hose main p ro d u c t lin e  
acco u n ts  fo r  l e s s  than  70% of th e  to ta l s a le s  but w hose expansion  h a s  
been  in to  new m ark e ts  and  new tech n o lo g ies  u n re la te d  to the o rig in a l 
p roduct m a rk e t. T h e re  w ere  only s ix  such  firm s in  the  la rg e s t  hu n d red  
in  1970.
Although i t  i s  c le a r  th a t th e  m ajo r m anufacturing  com panies a r e  g e n e ra lly
d iv e rs if ie d , a  su rp r is in g ly  high p ro p o rtio n  s t i l l  have a  s in g le  dom inant-
p ro d u c t l in e . F o r  exam ple, a ll  th e  m ajo r m otor c a r  firm s fa ll in to  the
dom inan t-p roduct g roup ; th e ir  d iv e rs if ic a tio n  ex ten d s , in  the m ain , only
to the  p roduction  of the  lo r r i e s  and  b u ses  o r  t r a c to r s .  S im ila r ly , most
of the b rew ing  firm s  have confined th e ir  o th e r  in te r e s t s  to the o w n ersh ip
of public  h o u ses  and m inor r e la te d  a c tiv it ie s  such  a s  wine and s p i r i t s
d is tr ib u tio n  and  so ft d r in k s . F in a lly , it  should  be noted  th a t v e ry  few
la rg e  firm s a r e  co n g lo m era tes  o p e ra tin g  in  a  v a r ie ty  of u n re la te d
a c t iv i t ie s .  F o r  m anufacturing  in d u s try  a s  a  w ho le , Amey  ̂ and 
(52)
S aw y er have p ro v id ed  a m easu re  of the d q ^ e e  of d iv e rs if ic a tio n  b a sed
on the C ensus of P ro d u c tio n . It is  th e  r a t io  of output of f irm s  in  in d u s tr ie s
o th e r  than  th a t to w hich they  a r e  c la s s if ie d  in  the  C ensus of P ro d u c tio n  to
th e ir  to ta l ou tpu t. T he la r g e r  the  output in  o th e r  in d u s tr ie s  re la t iv e  to
the to ta l ou tpu t, the  h ig h e r th e  index  of d iv e rs if ic a t io n . F o r  1958, Amey
found th a t th e  d e g re e  of d iv e rs if ic a tio n  in  m anufactu ring  in d u s try  a v e ra g e d
14,2%  and ra n g e d  from  26,4%  fo r  soap  and fa ts  to 0.9%  fo r  co co a ,
ch o co la te , su g a r  and c o n fe c tio n e ry . F o r  1963, S aw y er found th a t th e  a v e ra g e
d e g re e  of d iv e rs if ic a tio n  had r i s e n  to  1 9 .3% . A lthough u p - to -d a te  f ig u re s
a re  unavailab le  i t  seem s c le a r  th a t th is  tre n d  of in c re a s in g  d iv e rs if ic a tio n  
(53)is  con tinu ing ,  ̂ '
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Now we tu rn  to b a r r i e r s  to e n try  in  UK m anufacturing  in d u s try . In 
a b s tr a c t  te rm s , e n try  b a r r i e r s  a r e  the o b s ta c le s  p rev en tin g  new firm s 
from  engaging  in  the  p ro d u c tio n  and d is tr ib u tio n  of a  p a r t ic u la r  good o r 
s e r v ic e .  In  conventional p r ic e  th e o ry  th e i r  s ig n ifican ce  l ie s  in  th e ir  
im plica tions fo r  lo n g -ru n  equ ilib rium  le v e ls  of p r ic e  and p ro f it .  If 
th e re  i s  p e rfe c t e a se  of e n try , p r ic e  cannot in  the  long ru n  ex ceed  the 
minimum a v e ra g e  co s t of p ro d u c tio n , and  consequen tly  su p e r-n o rm a l 
p ro f its  cannot be e a rn ed  in  the  long ru n . C o n v erse ly , if  th e re  a r e  e n try  
b a r r i e r s ,  p r ic e  may ex ceed  minimum a v e ra g e  co s t even in  the  long  ru n , 
and abnorm al p ro f its  may thus p e r s i s t .  A lte rn a tiv e ly , though not w ith in  
the p ro fit-m ax im isa tio n  fram ew o rk , a c tu a l a v e ra g e  c o s ts  may p e rs is te n tly  
exceed  the  minimum le v e ls  p o ten tia lly  ach iev ab le  a s  m an ag ers  and  w o rk e rs  
enjoy a  q u ie t l i f e .
It i s  a lso  p o ss ib le  th a t th e  s c a le -o f -e n try  b a r r i e r s  might a ffec t s h o r t- ru n
(54)com petitive b eh av io u r , '  S p e c if ic a l ly , p r ic e  h y p o theses su g g es t th a t 
f irm s in  in d u s tr ie s  p ro te c te d  by in te rm ed ia te  le v e ls  of e n try  b a r r i e r  
might m axim ise th e i r  lo n g -ru n  p ro f its  (o r p re s e n t  value of fu tu re  p ro f its )  
by m odera ting  th e ir  c u r re n t p r ic e s  so a s  to p e rsu a d e  p o ten tia l e n tra n ts  
th a t the ac tu a l e n try  would p rove  u n p ro fitab le . Indeed , one m easu re  of 
b a i r ie r s  to  e n try  is  couched in  te rm s  of th is  th eo ry : 'th e  condition  of
en try  is  m easu red  num erica lly  a s  the  p e rc en ta g e  by w hich the  maximum 
e n try  fo re s ta ll in g  p r ic e  ex ceed s  the  minimum a tta in ab le  a v e ra g e  c o s ts  of 
e s ta b lish e d  f irm s  ' ,
T h ree  main ty p es  of en try  b a r r i e r s  a r e  norm ally  d is tin g u ish ed : p ro d u c t 
d iffe re n tia tio n , abso lu te  c o s t ad v an tag es  and econom ies of s c a le . F i r s t ,  
b u y e rs  may show a p e rfo rm an ce  fo r  the p ro d u c ts  of e s ta b lish e d  firm s
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com pared  w ith th o se  of new e n tra n ts .  T h u s , in  o r d e r  to  s e c u re  s a le s  a t 
com parable  p r ic e s ,  a  p o ten tia l e n tra n t may expec t to  in c u r  m a rk e t-  
p e n e tra tio n  c o s ts  w hich r a i s e  sa le s -p ro m o tio n  c o s ts  p e r  unit of output 
above th o se  of e s ta b lish e d  f irm s . A lte rn a tiv e ly , the  e n tra n t m ight be 
fo rc e d  to a cc e p t a  lo w er p r ic e  th an  e s ta b lis h e d  firm s in  o rd e r  to  p e rsu a d e  
cu sto m ers  to  buy a s im ila r  p ro d u c t. S in ce  the  e ffec t of buyer p re fe re n c e , 
o r  p ro d u c t d iffe re n tia tio n , i s  to  fo rc e  e n tra n ts  to in c u r  h ig h e r c o s ts ,  o r  
to re c e iv e  lo w e r p r ic e s ,  than  e s ta b lish e d  f irm s , i t  is  often coupled  w ith 
the ab so lu te  c o s t advan tage  b a r r i e r .  H ow ever, th e re  may a lso  be 
econom ies of s c a le  in  s a le s  p rom otion .
An ab so lu te  c o s t advan tage  o c c u rs  when p o ten tia l e n tra n ts  ex pec t to  
in c u r  a  h ig h e r c o s t p e r  un it th an  e s ta b lish e d  f irm s  a t any s c a le  of ou tpu t. 
T h is  s itu a tio n  might o c cu r b e ca u se  ex is tin g  firm s have c o n tro l o f, o r  
fav o u rab le  a c c e s s  to , su p p lie s  of fa c to r  inpu ts such a s  raw  m a te r ia ls  
o r  m anagem ent; have s u p e r io r  p roduction  te ch n iq u es  w hich a r e  not 
re a d ily  av a ilab le  to  e n tra n ts  b e ca u se  of p a ten ts  o r  o th e r  r e s t r ic t io n s  on 
th e  supply of te ch n ica l know ledge; o r  enjoy lo w e r c o s ts  of f in a n c e .
F in a lly , econom ies of s c a le  b a r r i e r s  e x is t w hen the  minimum optimum 
sca le  of p roduction  r e p r e s e n ts  a  la rg e  p ro p o rtio n  of in d u s try  output and 
unit c o s ts  r i s e  no ticeab ly  a t sub-op tim al s c a le s .  E n try  a t  a  la rg e  sc a le  
re la t iv e  to in d u s try  s iz e  in  a  s ta t ic  m arket im plies  a  la rg e  re d u c tio n  in  
output by ex is tin g  firm s to accom m odate the e n tra n ts  a n d /o r  a  re d u c tio n  
in  p r ic e  a s  supply i s  in c re a s e d  w hile  demand rem ain s  co n sta n t. The 
im plica tion  is  th a t en try  a t such  a s c a le  may p ro v e  u n p ro fitab le  b ecau se  
th e re  is  'r o o m ' only fo r  ex is tin g  f irm s . O bviously e n try  in to  an  
expanding m arke t p re s e n ts  le s s  of a p rob lem . The a l te rn a tiv e  of e n try  a t 
a sub-op tim al s c a le ,  thus in c u rr in g  a  co st p e n a lty , may re d u c e  the m ark e t
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d is tu rb a n ce  but i t  le a v e s  the e n tra n ts  w ith h ig h e r c o s ts  th an  e s ta b lish e d  
f irm s , and  p e rh a p s  a s  a  r e s u l t  v u ln e rab le  to  p r ic e  com petition .
Econom ies of sca le  may r i s e  a t the  p lan t le v e l in  p roduction  and  a t  the firm  
lev e l in  r e s e a r c h  and  developm ent, m anagem ent, m arketing  and f in an ce .
Som e a n a ly s ts  p re fe r  a  lo n g e r l i s t  of m ore n a rro w ly  defined  b a r r i e r s  but 
most of th e se  can  be f it te d  in to  th e  th re e fo ld  c la s s if ic a tio n  m entioned 
above. H o w ev er, two r e q u ire  sp e c ia l m ention . The re q u ire m e n t of la rg e  
in itia l cap ita l o u tla y s , and the  som etim es re la te d  v e r t ic a l  in te g ra tio n  of 
e x is tin g  f irm s , a r e  g e n e ra lly  b a r r i e r s  to  e n try  only fo r sm all f irm s  r a th e r  
than  b a r r i e r s  to  any f irm . So  long a s  the v e r t ic a l  in te g ra tio n  by ex istin g  
firm s does not involve the c o n tro l of the  supply  of s c a rc e  m a te r ia ls  o r  
p r e fe r r e d  d is tr ib u tio n  ch an n e ls , an  e n tra n t w ith  su ffic ien t c ap ita l can 
obtain  the  same advan tage  by becom ing a  v e r tic a l ly  in te g ra te d  co n cern  
i t s e l f .
S in ce  th e re  a r e  no com prehensive  s ta t is t ic s  on b a r r i e r s  to  e n try , i t  is  
only p o ss ib le  to  give a  g e n e ra l in d ica tio n  of th e i r  s ig n ific a n c e . The main 
da ta  fo r  th e  U nited  Kingdom p ro v id ed  by P ratten^^^^ and S ilberston^^^^  
r e la te  only to  econom ies of s c a le .  H ow ever, th e ir  da ta  may be supplem ented 
by m ore im p re s s io n is tic  da ta  on o th e r b a r r i e r s  by Walshe^^^^ fo r  some v e ry  
highly  c o n ce n tra te d  in d u s tr ie s ,
(59)D esp ite  the d if f ic u ltie s , P r a t t e n ' '  h as p ro v id ed  e s tim a te s  of sca le  
econom ies fo r  a w ide ra n g e  of p ro d u c ts . In h is  findings i t  i s  a p p a ren t 
th a t fo r  many p ro d u c ts , though not a l l ,  UK output w ill only su s ta in  a 
monopoly o r  highly  co n ce n tra te d  oligopoly of f irm s . T h is  may p a rtly  
exp lain  the g e n e ra lly  high le v e l of co n cen tra tio n  in  th e  U nited Kingdom th a t 
w as noted  e a r l i e r .  H ow ever, from  the point of view  of en try  b a r r i e r s .
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th is  im p ress io n  h a s  to  be m odified to allow  fo r  th o se  in d u s tr ie s  w here 
the  u n it-c o s t penalty  fo r  sub-op tim al s c a le  o p e ra tio n  i s  fa ir ly  small*
P ro d u c t-d iffe re n tia tio n  b a r r i e r s  alm ost c e r ta in ly  p rov ide  s tro n g  
re in fo rcem en t to sca le -econom y  b a r r i e r s  in  some in d u s t r ie s .  In o th e r 
c a s e s ,  such  a s  d e te rg e n ts , i t  i s  the  p ro d u c t-d if fe re n tia tio n  b a r r i e r s  
i ts e lf  th a t p ro v id e s  the  main o b stac le*  In W alshe ' s^^^^ su rv e y  of fo r ty -  
fo u r h ig h -c o n c en tra tio n  p ro d u c ts , a d v e r tis in g  is  sp ec ified  a s  a  b a r r ie r  
in  fif teen  c a s e s .  S ig n ifican tly  th is  in c lu d es  fo u rtee n  out of tw enty-tw o 
consum er goo d s. D is tr ib u tiv e  t ie s  o r  lin k ag es  a r e  sp ec ified  in  seven  
c a s e s .
Of the  ab so lu te  co st b a r r i e r s  te ch n ica l know ledge seem s to  be 
p a r t ic u la r ly  im p o rtan t. P a te n ts ,  te ch n ica l know -how  a n d /o r  r e s e a r c h  and 
developm ent ex p en d itu re  o c cu r in  tw en ty -n in e  of the  fo r ty -fo u r  c a s e s .  
A c c e ss  to  ra w  m a te r ia ls , h o w ev er, is  only sp ec ified  in  s ix  c a s e s .
A lthough it i s  c le a r  th a t b a r r i e r s  to  e n try  do e x is t in  many in d u s tr ie s ,  
s tro n g  re s e rv a t io n s  m ust be r e c o rd e d  concern ing  th e ir  com petitive 
im p o rtan ce . In a  s ign ifican t p ro p o rtio n  in  the UK in te rn a tio n a l t ra d e  
re d u c e s  th e  monopoly pow er of the dom estic  s u p p lie rs .  F i r s t ,  fo re ig n  
p ro d u c e rs  may ex p o rt to the U nited Kingdom o v e r re la tiv e ly  low o r  non­
ex is ten t ta r i f f  b a r r i e r s .  S eco n d , la rg e  fo re ig n  firm s often have th e  
c a p ita l ,  th e  te c h n ic a l know ledge an d , a f te r  in itia lly  im porting  p ro d u c ts  
in to  the UK, the  d is tr ib u tio n  lin k s  n e c e s sa ry  to  se t up p lan t p ro fitab ly  
in  th e  dom estic  m a rk e t. F u r th e r ,  l a r g e r  e s ta b lish e d  dom estic f irm s  a re  
often s im ila rly  fav o u rab ly  p laced  to  d iv e rs ify  in to  o th e r  m a rk e ts ,
F in a lly , the  b a r r i e r s  may d e te r  im m ediate e n try  to  th e  main p a r t of a
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m arket but s t i l l  le av e  su ffic ien t gaps to  le t  e n tra n ts  into s p e c ia lis t  sub ­
s e c tio n s , Once in , s p e c ia l is ts  can often w iden th e i r  ra n g e  so a s  to 
becom e a s ig n ifican t com petitive fo rc e  in  the  m arket g e n e ra lly .
As fa r  a s  P ro d u c t D iffe ren tia tio n  i s  c o n ce rn ed , th e o re tic a lly , p ro d u c t 
d iffe ren tia tio n  e x is ts  when b u y e rs  r e g a rd  th e  p ro d u c ts  of d iffe ren t f irm s  
in  th e  sam e in d u s try  a s  being im p erfec t su b s titu e s : th a t i s ,  th e re  is  a  l e s s  
th a t in fin ite  c r o s s - e la s t ic i ty  of dem and betw een p ro d u c ts .
Although th e  d e g re e  of p ro d u c t d iffe ren tia tio n  i s  g e n e ra lly  t r e a te d  a s  an 
elem ent of m arke t s t ru c tu re ,  i t  m ust a lso  be rem em bered  th a t p ro d u c t-  
d iffe ren tia tio n  a c tiv ity , lik e  p r ic in g , is  an  in te g ra l p a r t of the  com petitive  
s tra te g y  of the f irm . D iffe ren tia tio n  is  p u rsu e d  in  a  w ide v a r ie ty  of w a y s , 
including b ran d in g  p ro d u c ts , a d v e r tis in g  them , and c a r ry in g  out p e rio d ic  
model and s ty le  ch anges; n ew -p ro d u c t com petition  b a sed  on r e s e a r c h  and 
developm ent w ork ; and the p ro v is io n  of te ch n ica l a d v ice , a f te r - s a l e s  
s e rv ic e  and  c re d it  f a c i l i t ie s .  It i s  aim ed a t  c re a tin g  and  in flu en c in g  the 
p o sition  and  shape  of a  p ro d u c t ’ s demand c u rv e .
D esp ite  some o v e r la p  i t  i s  u sefu l to  d is tin g u ish  betw een so u rc e s  of 
p ro d u c t d iffe ren tia tio n  em anating la rg e ly  from  the  p ro d u c t i ts e lf  and  th o se  
em anating la rg e ly  from  the  firm  se ll in g  the p ro d u c t. Included in the  f i r s t  
g roup  a re  the  s e rv ic e s  d e riv e d  from  th e  p a r t ic u la r  p h y sica l c h a r a c te r ic s  
of a p roduct: fo r  in s ta n ce  such th in g s  a s  ta s te  and n u tritio n a l con ten t in  
food; o r  r e l ia b i l i ty ,  leng th  of l i f e ,  sp eed , com fort and safe ty  in  c a r s .
In ad d itio n , p ro d u c ts  may be d if fe re n tia te d  by s e rv ic e s  such a s  the  leng th  
and co m p reh en siv en ess  of th e  g u a ran tee  and th e  quality  of a f te r - s a le s  
s e rv ic in g . F in a lly , the  p ro d u c t may be d iffe ren tia te d  by location : 
obviously th is  is  tru e  of p e tro l so ld  a t d iffe ren t p e tro l s ta t io n s .
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T aking  the second  g roup , p ro d u c t d iffe ren tia tio n  by firm  o r  ' g o o d w ill' ,
(6 2 )A ndrew s in c lu d es  confidence in  the  s e c u r i ty  and speed  of sup p ly , 
re p u ta tio n  fo r  q u a lity , p e rso n a l co n tac ts  and  th e  m utual ad ap ta tio n  of 
p ro d u c ts  and d e liv e ry  a rra n g em en ts  to f i t  the  convenience  of tra d in g  
p a rtn e rs*  T h e se , re in fo rc e d  by lo y a lty , an d  th e  c o s ts  of changing 
su p p lie r , may c re a te  consum er p e rfo rm an ces  w hich o v e rr id e  a d v e rse  
p r ic e  d iffe ren tia ls*  A sim ple exam ple of the  o p e ra tio n  of ' goodw ill ' 
a r i s e s  when th e  r i s k  of fu tu re  supply  sh o r ta g e s  c a u se s  b u y e rs  to  a cc e p t 
the s lig h tly  h ig h e r  c u r re n t  p r ic e s  of an  e x is tin g  su p p lie r  in  the 
ex p ec ta tion  th a t loya lty  w ill be aw ard ed  by p re fe re n tia l  tre a tm en t when 
and  if sh o rta g e s  o c c u r . In  p r a c t ic e ,  of c o u rs e , f irm s  seek  to re in fo rc e  
p roduct d iffe ren tia tio n  in  the  n a rro w  sen se  by s tro n g ly  id en tify ing  th e ir  
p ro d u c ts  w ith the  f irm , th u s  c re a tin g  a m ore g e n e ra lis e d  goodw ill w hich 
may benefit a l l  the  f i r m ’ s p ro d u c ts  and  c a r ry  o v e r from  one model to  i ts  
rep lacem ent*
A th e o re tic a l  m easu re  of the  d e g re e  of p ro d u c t d iffe ren tia tio n  is  
p rov ided  by th e  c r o s s - e la s t ic i ty  of demand betw een  p ro d u c ts . F o r  
exam ple, a high c r o s s - e la s t ic i ty  of demand would in d ica te  re la t iv e ly  l i t t le  
p ro d u c t d iffe re n tia tio n . In p ra c t ic e ,  th e re  is  v e ry  l i t t le  ev idence  on 
c r o s s - e la s t ic i t ie s  of demand so th a t c la s s if ic a tio n  of p ro d u c ts  by d e g re e  
of p roduct d iffe ren tia tio n  i s  la rg e ly  a  m a tte r of judgem ent* N e v e r th e le s s , 
i t  is  p o ss ib le  to  make some g e n e ra l s ta tem en ts  about the in c id en ce  of 
d ifferen tia tion*
F i r s t ,  le t  u s  c o n s id e r  in te rm ed ia te  goods p u rc h a se d  by f irm s . F o r  
sim ple in d u s tr ia l  raw  m a te ria ls  such a s  p la in  co tton  clo th  w h ere  p h y sica l 
sp ec ific a tio n  may be c lo se ly  defined , th e re  i s  v ir tu a l p roduct hom ogeneity 
in  the n a rro w  s e n s e . The freq u en cy  of p u rc h a se , e x p e r ien c e  in  handling an d  
the often high to ta l co st involved  encourage  a  high le v e l of bu y er know ledge
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so th a t any p r ic e  d iffe ren c es  betw een p ro d u c ts  la rg e ly  co st d iffe re n c e s  
due to  p a r t ic u la r  p ro d u c t sp e c if ic a tio n s . H ow ever, goodw ill betw een  
f irm s , and  in d iv id u a ls  in  them , may p rov ide  some d iffe ren tia tio n  in  th e  
s e n se  th a t sm all p r ic e  d if fe re n c e s  may be to le ra te d .
F o r  com plex in d u s tr ia l  goods such  a s  m arine  eng ines and earth -m o v in g  
equipm ent, a  h ig h e r d eg re e  of d iffe ren tia tio n  i s  lik e ly  to  e x is t .  T h is  
may a r i s e  b ecau se  the  ’m o d e ls ’ o ffe red  d if fe r , though s in ce  o r d e r s  a r e  
often  fo r  cu sto m -b u ilt m achines r a th e r  th an fo r o ff - th e -sh e lf  m odels , 
s e v e ra l  co m p etito rs  may be a sk e d  to te n d e r  fo r  p h y sica lly  id e n tic a l 
m ach in es . In e i th e r  c a se  freq u en cy  of p u rc h a se  may be im portan t v a r ia b le . 
A lthough p ro d u c t c h a r a c te r is t ic s  may be c a re fu ll  sp ec ified , th e  p u rc h a s e r  
may lack  the know ledge to  e v a lu a te  p roduct c la im s and th e i r  im p lica tio n s . 
W here p u rc h a se s  a r e  freq u e n t th a t th is  know ledge w ill soon be a c q u ire d . 
H ow ever, w h ere  p u rc h a se s  a r e  in freq u e n t, a s  in  the  c a s e  of som e c ap ita l 
goo d s, the  b u y e r may be fo rc e d  to  supplem ent h is  ’know ledge’ of the 
p ro d u c t by h is  ’know ledge ’ of the  firm  th a t p ro d u c e s  i t .  H ere  the concep t 
of ’g o odw ill’ becom es im p o rtan t. The b u y e r ’s evalua tion  of p ro d u c t 
d iffe ren tia tio n  becom es an e s tim ate  of th e  en g in ee rin g  s k il ls  of th e  p ro d u c e r  
backed  up by d iffe rm c e s  (perceived) in  the  equality  of te ch n ica l a d v ice  
and  a f te r - s a le s  s e r v ic e .  H ow ever, d esp ite  the  undoubted ex is ten c e  of 
d iffe ren tia tio n  betw een in term ed ia te  goods a lleg ed ly  fu lf illin g  the  sam e 
fu n c tio n , it  is  p robab ly  t ru e  th a t the  lev e l of d iffe ren tia tio n  is  g e n e ra lly  
f a ir ly  sm all betw een the p ro d u c ts  of m ost e s ta b lish e d  firm s  in  a given 
m ark e t u n le ss  th e re  is  p a ten t p ro te c tio n . On the  o th e r  hand , th e re  may 
be a s ig n ifican t d eg re e  of d iffe ren tia tio n  betw een the p ro d u c ts  of 
e s ta b lish e d  firm s  and  th o se  of new e n tra n ts .  Even if p a ten ts  o r te ch n ica l 
know -how  do not p ro v id e  a  su ffic ien tly  high b a r r i e r  to p rev en t e n try , the  
e s ta b lish e d  f irm s  may r e ta in  co n s id e ra b le  goodw ill b ecau se  b u y e rs  have
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confidence in  th e  p roven  te ch n ica l sk ills  of such  f irm s . A d v e rtis in g , on 
the  o th e r  hand , is  not a  s ig n ifican t fa c to r  in  indu s t r i a i -goods 
d iffe ren tia tio n : fo r  tw elve p ro d u c e r-g o o d s  in d u s t r ie s  fo r  w hich d a ta  i s  
av a ilab le  th e  a d v e r t is in g - to - s a le s  r a t io  averagedccfy" 0.5%  in  1963 w ith  
the  highei^ being  only 1 .1% .
F o r  consum er goods th e  d e g re e  of p ro d u c t d iffe ren tia tio n  is  p robab ly  
m ore v a r ie d , and  is  c e r ta in ly  m ore d ifficu lt to  in te r p r e t .  The p ro d u c ts  
ra n g e  from  th o se  fo r  w hich d iffe ren tia tio n  is  w eak o r  n o n -e x is te n t, a s  
w ith  f r e s h  v e g e ta b le s , to  some ’s ta tu s -sy m b o l’ goods su ch  a s  R o lls -R o y ce  
c a r s  fo r  w hich e x c lu s iv e n ess  i s  p e rh a p s  th e  main fu n c tio n .
Although only one of s e v e ra l  m ethods of s a le s  p ro m o tio n s, a d v e r tis in g  
is  often re g a rd e d  a s  an  im p o rtan t so u rc e  of d iffe re n tia tio n  in  c o n su m er- 
goods in d u s try . M easu red  a s  a  p ro p o rtio n  of co n su m ers  ’ ex p en d itu re  on 
p a r t ic u la r  p ro d u c ts , the g e n e ra l le v e l is  f a ir ly  low : the  1963 a d v e r tis in g  
r a t io  fo r  tw en ty -e ig h t consum er goods in d u s tr ie s  (C ensus in d u s tr ie s )  fo r  
which data  w e re  a v a ilab le  a v e ra g e d  3 ,0% . H ow ever, th e  a v e ra g e  co n cea ls  
a w ide v a r ia t io n , w ith the  r a t io s  fo r  th e se  in d u s tr ie s  ran g in g  from  0,05%  
fo r  su g a r to 16,4%  fo r  to ile t p re p a ra t io n s . A p art from  to ile t  p re p a ra t io n s  
o th e r  in d u s tr ie s  w ith  high a d v e r t is in g -s a le s  r a t io s  inc luded  soap  and  
d e te rg e n ts  (13.8% ), p h a rm aceu tica ls  (8%), and  dom estic  e le c tr ic a l  
ap p lian ces  (5,1%),^^'^^
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3 .4  The Econom ics of C ustom s Union; Custom s Union a s  an  A pproach
(to  F r e e  T r a d e ' ^
The l i te r a tu r e  on custom s un ions in  g e n e ra l, w h e th er w ritten  by eco n o m ists , 
by f r e e - t r a d e r s  o r  p ro te c t io n is ts ,  is  a lm ost u n iv e rsa lly  fav o u rab le  to  
th em , and only h e re  and th e re  is  a  sp ec ia l no te  to  be en co u n te red  
u su a lly  by an econom ist w ith  f r e e - t r a d e  te n d e n c ie s . It i s  a  s tra n g e  
phenomenon w hich u n ite s  f r e e - t r a d e r s  and p ro te c tio n is ts  in  the  f ie ld  of 
com m ercial p o licy , and  i t s  s tra n g e n e s s  su g g es ts  th a t th e re  i s  som ething 
p e c u lia r  in  the  a p p a ren t econom ics of custom s u n io n s .
The f r e e - t r a d e r  and  the p ro te c tio n is t ,  in  th e i r  re a so n in g  about fo re ig n  
t r a d e ,  s t a r t  from  d iffe ren t p re m ise s  -  w hich th ey  r a r e ly  s ta te  fu lly  -  
and re a c h  d iffe ren t co n c lu s io n s . If in  the c a se  of custom s unions they  
a g re e  in  th e i r  c o n c lu s io n s , i t  m ust be b e ca u se  they  see  in  custom s un ions 
d iffe ren t s e ts  of fa c ts ,  and  not b ecau se  an  id e n tic a l custom s union can  
m eet the  re q u ire m e n ts  of both  th e  f r e e - t r a d e r  and the  p ro te c tio n is t .
It w ill be a rg u e d  h e re  th a t custom s unions d iffe r  from  each  o th e r in  
c e r ta in  v ita l but not obvious r e s p e c t s ,  and  th a t th e  f r e e - t r a d e  su p p o r te r  
of custom s union ex p ec ts  from  i t  con seq u en ces  W iich , if they  w e re  
a s so c ia te d  in  the  mind of the p ro te c tio n is t w ith  custom s un ion , would 
le a d  him to oppose i t .  It w ill be a rg u e d , although w ith le s s  conv iction  
b ecau se  i t  invo lves judgem ents about q u a n titie s  in  th e  absen ce  of a c tu a l 
o r  even p o ss ib le  m easu rem en t, th a t w ith r e s p e c t  to  m ost custom s union 
p ro je c ts  th e  p ro te c tio n is t i s  r ig h t  and the f r e e  t r a d e r  is  w rong in  
re g a rd in g  the  p ro je c t a s  som ething , given h is  p re m ise s , which he can  
lo g ica lly  su p p o rt,
(*) S ee  R e fe ren c es  65 -  73 ,
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To sim plify the a n a ly s is , i t  w ill a t f i r s t  be confined to  p e rfe c t custom s 
unions betw een p a ir s  of c o u n tr ie s ; and the  ’a d m in is tra tiv e ’ ad van tages 
of custom s u n io n s , su ch  a s  th e  lo w erin g  of custom s w a lls , and the 
’a d m in is tra tiv e ’ d isad v a n ta g es , su ch  a s  th e  n e c e s s ity  of co o rd in a tin g  
custom s codes and of a llo ca tin g  re v e n u e s  by a g re e d  fo rm u la , w ill be 
te n ta tiv e ly  d is re g a rd e d . A lso , to  s e p a ra te  the problem  of custom s 
unions p e r  se  from  the  q u estio n  of w h e th er in  p ra c tic e  custom s unions 
would r e s u l t  in  a  h ig h e r o r  in  a  lo w er ’a v e ra g e  le v e l ’ of d u tie s  on im ports  
in to  th e  custom s union a r e a  from  ou tside  the  a r e a ,  i t  w ill be assum ed  th a t 
the  av e rag e  le v e l of d u tie s  on im p o rts  from  ou ts id e  the  custom s a re a  is  
p re c is e ly  th e  sam e fo r  the two c o u n tr ie s , com puted a s  it would be if they  
had not form ed the  custom s un ion . It w ill a t  f i r s t  be assum ed  th a t the 
d u tie s  a r e  of only two ty p es  ’nom inal d u t ie s ’ , th a t i s ,  d u tie s  w hich have 
no e ffec t on im p o rts  b ecau se  th e re  would be no im ports  of com m odities 
of the kind involved  even in  th e  ab sen ce  of any  im port d u tie s  on them ; 
and ’e ffec tiv e  p ro te c tiv e  d u t ie s ’ , th a t i s ,  d u ties  which o p e ra te  to red u c e  
im ports  not only by making com m odities of the sp ec ific  kind involved m ore 
ex pensive  to p o ten tia l co nsum ers and so le ssen in g  th e ir  consum ption, but 
a ls o ,  and ch ie fly , by d iv e rtin g  consum ption from  im ported  com m odities to 
the  p ro d u c ts  of co rre sp o n d in g  dom estic  in d u s t r ie s .  T he a n a ly s is  w ill be 
d ire c te d  to w ard  finding a n sw e rs  to  the follow ing q u estio n s; in  so f a r  a s  
the  estab lish m en t of the custom s union r e s u l t s  in  change in  th e  n a tio n a l 
lo cu s  of p roduction  of goods p u rc h a se d , is  th e  net change one of d iv e rs io n  
of p u rc h a se s  to lo w er o r  h ig h e r  m oney-cost so u rc e s  of supp ly , a b s trac tin g  
from  du ty -e lem en ts  in  money c o s ts ;
(1 ) F o r  each  of the custom s union c o u n tr ie s  taken  s e p a ra te ly ;
(2) F o r  the two com bined;
(3) F o r  th e  ou tside  w o rld ;
(4) F o r  th e  w orld  a s  a  w ho le .
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If the custom s union i s  a  movement in  th e  d ire c tio n  of f r e e  t r a d e ,  it  
m ust be p redom inantly  a  movement in  the d ire c tio n  of goods being  
supp lied  from  lo w er m oney-cost so u rc e s  than  b e fo re . If th e  custom s union 
h a s  the  e ffec t of d iv e rtin g  p u rc h a se s  to  h ig h e r m oney-cost s o u rc e s , i t  is  
then  a dev ice fo r  making ta r if f  p ro tec tio n  m ore e ffe c tiv e . None of th e se  
q u estio n s  can  be an sw ered  d ire c t ly , and the  c o r r e c t  a n sw e rs  w ill depend 
on ju s t  how th e  custom s union o p e ra te s  in  p r a c t ic e .  A ll th a t a n a ly s is  can 
d o , is  to  d em o n stra te , w ithin  lim its , how the  custom s union m ust o p e ra te  
if i t  is  to  have sp ec ific  ty p es  of co n seq u en ce .
The rem oval of the  ’nom inal' d u tie s , o r  d u tie s  w hich a re  in e ffec tiv e  a s  
b a r r i e r s  to  t r a d e ,  can  be d is re g a rd e d , and a tte n tio n  can be confined to 
th e  co n seq u en ces  of th e  rem o v a l, a s  the  r e s u l t  of custom s un ion , of 
d u tie s  w hich p re v io u s ly  had  o p e ra ted  e ffec tiv e ly  a s  a  b a r r i e r ,  p a r t ia l  o r 
com plete, to im p o rt.
T h e re  w ill be com m odities, h o w ev er, which one of th e  m em bers of the 
custom s union w ill now new ly im port from  the  o th e r ,  but w hich i t  fo rm erly  
d id  not im port a t  a l l  b ecau se  the  p r ic e  of th e  p ro te c te d  dom estic  p roduct 
w as lo w er than  th e  p r ic e  a t any fo re ig n  so u rc e  p lus the  du ty . T h is  sh ift 
in  the  lo cu s  of p roduction  a s  betw een the two c o u n tr ie s  i s  a  sh ift from  a 
h ig h -c o s t to a lo w e r-c o s t  p o in t, a  sh ift w hich th e  f r e e - t r a d e r  can p ro p e rly  
a p p ro v e , a s  a t le a s t  a  s tep  in  the  r ig h t d ire c tio n , ev en  if u n iv e rsa l f re e  
tr a d e  would d iv e rt p roduction  to  a  so u rc e  w ith s t i l l  lo w er c o s ts .
T h e re  w ill be o th e r com m odities ■which one of the  m em bers of the custom s 
union w ill now new ly im port from  the  o th e r w h e re a s  b e fo re  th e  custom s 
union i t  im ported  them  from  a th ird  co u n try , b e ca u se  th a t w as the  ch eap est 
p o ss ib le  so u rc e  of supply even a f te r  paym ent of du ty . The sh ift in  the
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locus of p roduction  is  now not a s  betw een th e  two c o u n tr ie s  but a s  betw een 
a lo w -c o s t th ird  coun try  and the  o th e r , h ig h -c o s t, m em ber c o u n try .
T h is  is  a  sh ift of th e  type  w hich th e  p ro te c tio n is t a p p ro v e s , but i t  is  not 
one w hich the  f r e e - t r a d e r  who u n d e rs tan d s  the  log ic  of th is  own d o c trin e  
can p ro p e r ly  ap p ro v e .
S im plified  a s  th is  exposition  i s ,  i t  a p p e a rs  to  co v er m ost of the b a s ic  
econom ic is s u e s  invo lved . The p rim ary  p u rp o se  of a  custom s un ion , and 
i ts  m ajo r consequence  fo r  the good o r  b ad , i s  to sh ift so u rc e s  of supp ly , 
and the  sh ift can  be e ith e r  to lo w er o r to  h ig h e r-c o s t  s o u rc e s , depending 
on c irc u m s ta n c e s . It w ill be no ted  th a t fo r  the  f r e e - t r a d e r  the benefit 
from  custom s union to  the custom s union a r e a  a s  a  whole d e r iv e s  from  th a t 
p o rtio n  of the  new tra d e  betw een the  m em ber co u n trie s  w hich is  w holly 
new t r a d e ,  w h e re a s  each  p a r t ic u la r  p o rtio n  of th e  new tra d e  betw een the 
m em ber c o u n tr ie s  w hich is  a  s in s ti tu te  fo r tra d e  w ith th ird  c o u n trie s  he m ust 
r e g a rd  a s  a  consequence  of the  custom s union w hich is  in ju r io u s  fo r  the 
im porting  co u n try , fo r  the  e x te rn a l w o rld , an d  fo r the w orld  a s  a  whole 
and is  b en e fic ia l only to th e  supplying m em ber co u n try . The p ro te c tio n is t 
on the o th e r hand , i s  c e r ta in  to  r e g a r d  the  su b stitu tio n  of t ra d e  betw een 
the m em ber c o u n tr ie s  fo r  t ra d e  w ith  the th ird  c o u n trie s  a s  the  m ajo r 
b en efic ia l fe a tu re  of custom s union from  the  point of view of the p a rtic ip a tin g  
co u n trie s  and to  be u n en th u s ia s tic  about o r  even  to  r e g a rd  a s  a d raw back  -  
a t le a s t  fo r  the  im porting  coun try  -  the wholly new tra d e  w hich r e s u l t s  
from  the custom s un ion .
From  th e  f r e e - t r a d e  point of v iew , w h e th er a  p a r t ic u la r  cutetoms union 
is  a  move in  the  r ig h t o r in  the  w rong  d ire c tio n  depends th e re fo re ,  so f a r  
a s  the argum ent h as  a s  y e t been  c a r r ie d ,  on w hich of the two ty p e s  of 
con seq u en ces  ensue  from  th a t custom  union .
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W here the t r a d e -c re a t in g  fo rc e  is  p redom inan t, one of the m em bers a t 
le a s t  m ust b e n e f it, the  two com bined m ust have net b en e fit, and  the  w o rld  
a t la rg e  b e n e f its ; but the  ou ts id e  w orld  lo s e s ,  in  the s h o r t- r u n  a t 
l e a s t ,  and can  gain  in  the long ru n  only a s  th e  r e s u l t  of th e  g e n e ra l 
d iffusion  of the in c re a s e d  p ro sp e r ity  of the custom s union a rea#  W here 
the  tra d e -d iv e r t in g  e ffec t is  p redom inan t, one a t  le a s t  of the m em ber 
c o u n tr ie s  is  bound to  be in ju re d , both may be in ju re d , the two com bined 
w ill su ffe r  a  n e t in ju ry , and th e re  w ill be in ju ry  to  the ou tside  w o rld  and  
to  th e  w orld  a t l a r g e .  The q u estio n  a s  to  w hat p resum ptions can 
re a so n a b ly  be held  to p re v a il w ith r e s p e c t  to  the re la t iv e  im p o rtan ce  in  
p ra c tic e  of the  tw o ty p es  of e ffe c ts  w ill be exam ined subsequently#
To the  re a so n in g  p re se n te d  ab o v e , th e re  is  one q u a lifica tio n  in  fav o u r 
of a  custom s union w hich n eed s  to  be m ade, on w hich both  f r e e - t r a d e r s  
and p ro te c tio n is ts  can , w ith r e a s o n , find  some common g round , although 
they  both tend  to e x ag g e ra te  i t s  im portance  fo r  th e  custom s union problem # 
It h a s  h e re  been  assum ed  h ith e rto  tha t in  so f a r  a s  a custom s union h a s  
e ffe c ts  on t r a d e  th e se  m ust be e i th e r  t r a d e -c re a t in g  o r t r a d e -d iv e r t in g  
effects#  T his would be tru e  if  a s  output of any in d u s try  in  a  p a r t ic u la r  
coun try  in c re a s e s  o v e r the  lo n g -ru n  re la t iv e  to the national econom y a s  
a  w ho le , i t s  c o s ts  of p roduction  p e r  unit re la t iv e  to the  g e n e ra l of c o s ts  
a lso  tended  to  r is e #  E conom ists  a r e  g e n e ra lly , h o w ev er, a g re e d  tha t 
th e re  a r e  f i rm s , and  consequen tly  a lso  in d u s tr ie s ,  w here  th is  ru le  does 
not hold but in s te a d  unit c o s ts  d e c re a se  a s  output ex p an d s. F rom  th is  
they  conclude th a t ,  fo r  exam ple, in  a  sm all co u n try , b ecau se  of the  
lim ited  s iz e  of i ts  dom estic m ark e t (and, i t  should  be added , the 
p rev en tio n  by fo re ig n  ta r i f f s  of i t s  finding a m arket o u ts id e ), may be 
unable to re a c h  a sca le  of p roduction  la rg e  enough to make low u n it- c o s ts  
of p ro d u c tio n  p o s s ib le , two o r  m ore such  c o u n trie s  com bined may p ro v id e
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a  m arke t la rg e  enough to  make low u n it-c o s t p ro d u c tio n  p o s s ib le . If an 
in d u s try  w hich thus expands, w h e th er from  z e ro  o r  from  a  p rev io u s  
ou tpu t, is  in  co un try  ’A ’ , and th e  o th e r m em ber of the  custom s union is  
in  co un try  ' B ’ , th e  d iv e rs io n  of ’ B ’ s ’ im ports  from  a co un try  ' C ’ , 
o u ts ide  the  custom s union to  co u n try  ’A ’ , may be a  b en efic ia l one fo r  ’B ’ 
a s  w ell a s  fo r  ’A ’ . M o reover, th e re  may be su p p re ss io n  of t r a d e ,  
nam ely, of th e  im p o rts  of ’A ’ from  ’C  of the  commodity in  q u e s tio n , 
w hich may a lso  be b en efic ia l to  ' A ' .  W hether su ch  d iv e rs io n  -  and 
su p p re ss io n  -  of tra d e  w ill, from  the  f r e e - t r a d e  point of v iew , be 
b en efic ia l o r  in ju r io u s  to ’A ’ w ill depend on s e v e ra l  c irc u m sta n c e s .
The co st of p ro d uction  in ’A ’ of th e  commodity in  questio n  i s  now lo w er 
than  i t  w as b e fo re . T h e re  is  g a in , th e re fo re ,  fo r  ’A ’ a s  com pared  to 
the p re -c u s to m s-u n io n  s itu a tio n  w ith  r e s p e c t  of i t s  p re s e n t  output which 
c o rre sp o n d s  to  i ts  p rev io u s  output (which may have been  z e ro ) , and  th e re  
is  c le a r  gain  on such  of i t s  ad d itio n a l output a s  is  now ex p o rted  to  ' B ’ .
On ad d itio n a l output beyond th is ,  how ev er, th e re  i s  lo s s  to ’A ’ if the 
new c o s t, though lo w er than  the  p rev io u s  one, i s  h ig h e r than  the  co st 
(befo re  duty) a t w hich i t  is  o b ta inab le  from  ’ C ’ , bu t th e re  is  ad d itiona l 
gain  to  'A ' if th e  new c o s t is  lo w e r than  th e  c o s t (b e fo re  duty) a t  which it 
is  ob ta inab le  from  ' C ’ . F o r  ’ B ’ , th e re  is  lo s s  by the am ount im ported  
by ’B ' tim es the  p e r  unit amount by w hich ’A ’s '  p r ic e  ex ceed s th e  p r ic e  
a t w hich ' B ' s ' im port n eed s  cou ld  be supp lied  by ' C ' ; th e re  is  g a in  to 
' B ' only if ' A ' s '  p r ic e  is  now lo w er than  ' C ' s ' p r ic e  (befo re  d u ty ).
T h e re  is  th u s  a p o ss ib ility  -  though n o t, a s  i s  g e n e ra lly  ta k en  fo r  g ran ted  
in the l i t e r a tu r e ,  a  c e r ta in ty  -  th a t if the u n it-c o s t of p roduction  fa l ls  a s  
a  r e s u l t  of the e n la rg ed  p ro te c te d  m arket consequen t upon custom s union 
th e re  w ill be a  gain  from  custom s union fo r one of th e  m em bers, fo r  both 
the  m em bers, a n d /o r  fo r  the union a s  a  w hole , but th e re  is  a lso  a  
p o ss ib ility  -  and  often  a  p ro b a b ility  -  th a t th e re  w ill be a  lo s s  in  each  c a s e .
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It does not seem  p ro b ab le  th a t th e  p ro sp e c ts  of re d u c tio n  in  th e  unit 
c o s ts  of p ro d u c tio n  a s  a  r e s u l t  of en largem ent of the ta r if f  a r e a  a r e  
o rd in a r ily  s u b s ta n tia l ,  even  when the  ind iv idua l m em ber c o u n tr ie s  a re  
qu ite  sm all in  econom ic s iz e .  The a rgum en ts  fo r  su b s ta n tia l econom ies 
from  in c re a s e d  s c a le  of in d u s try  p re se n te d  by econom ists r e s t  w holly 
o r  m ostly  on a lle g e d  econom ies of sca le  fo r  p lan ts  o r  f i r m s , and on the 
assum ption  th a t la rg e  s c a le  p lan ts  o r  firm s a r e  not p ra c tic a b le  in  sm all 
in d u s tr ie s  and  th e re fo re  in  sm all c o u n tr ie s . It seem s u n lik e ly , ho w ev er, 
th a t su b s ta n tia l e ffic ien cy -eco n o m ies  of s c a le  of p lan t a r e  common once 
th e  p lan ts  a r e  of m o d era te  s iz e ,  and in  m ost in d u s tr ie s  p lan ts  can  a tta in  
o r  a p p ro ach  c lo se ly  th e i r  optimum s iz e  of e ffic ien cy  even though the 
in d u s tr ie s  a r e  not la rg e  in  s iz e .  W ere it not fo r tra d e  b a r r i e r s ,  m o reo v e r, 
even sm all c o u n tr ie s  could  have la rg e  in d u s tr ie s#
T h e re  a r e  few in d u s tr ie s ,  even  in  c o u n tr ie s  w h e re  la rg e - s c a le  p roduction  
is  common, in  w hich th e re  a r e  not p lan ts  of m odera te  s iz e  w hich a re  a s  
e f f ic ie n t, o r  n e a r ly  a s  e ff ic ie n t, m easu red  in  u n i t - c o s ts ,  a s  th e  g ian t 
p lan ts  ; and  th e re  a r e  few  g ian t firm s w hich do not m aintain  som e of 
th e i r  p la n ts , p resum ab ly  a s  a  p ro f it ,  on a  m odera te  s c a le .  T h e re  a r e  
few m anufactu ring  in d u s tr ie s  -  and the  econom ies of s c a le  of p lan t o r 
in d u s try  a r e  g e n e ra lly  conceded to  be confined m ainly o r  only to such  
in d u s tr ie s  -  w hich have not been  ab le  to  m ain tain  th em selv es  on a low 
co s t b a s is  in  one o r  m ore sm all c o u n trie s  such a s  S w itz e rla n d , Sw eden , 
D enm ark , o r  B elg ium . If the a p p licab ility  of th is  argum ent is  confined to 
p ro d u c ts  w hich now here  a r e  p ro d u ced  a t low u n it-c o s t  from  p lan ts  w hich 
a r e  q u ite  sm all, e i th e r  ab so lu te ly  o r  a s  com pared  to the maximum s ize  
e lse w h e re , the  scope  of the argum ent is  much m ore lim ited  than  is  
commonly tak en  fo r  g ra n te d . It may be a sk e d  in re b u t ta l ,  how then  
to  exp la in  th e  e x is te n c e  of g ian t p lan ts  and g ian t f irm s?  It is  a  p a r tia l
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a n sw er: f i r s t ly  a s  to s iz e  of p la n ts , th a t th e  su rv iv a l of p lan ts  of m odera te  
s iz e  in  com petition w ith th e  g ian t p lan ts  c a lls  equally  f o r  ex p lana tion ; 
and secondly  a s  to  s iz e  of f irm s , th a t th e re  a re  in  an  im p erfec tly  
com petitive w o rld  many in c en tiv e s  to grow th in  s iz e  of firm  even a t the  
co st of e ffic ien cy  in  p roduction  -  firm s of qu ite  u n d is tin g u ish ed  r e c o r d s  
in e ffic iency  of p roduction  have been  known to  grow  by a b so rp tio n  of m ore 
e ffic ien t sm a lle r  f irm s and by the  u se  of monopoly pow er in  buying and  in 
re te n tio n  of c u s to m ers , and g e n e ra lly  sp eak in g , grow th in  s iz e  is  m ore 
often the  r e s u l t  of effic iency  than  co n trib u to ry  to efficiency#
The g e n e ra l ru le  a p p e a rs  to  be th a t once an in d u s try  is  la rg e  enough to  
make p o ss ib le  optimum sc a le  -  and  d e g re e  of sp e c ia lis a tio n  of p roduction  
in  p lan ts , fu r th e r  expansion  of the in d u s try  in  th e  na tiona l economy 
s ize  is  bound to  be un d er cond itions of in c re a s in g  u n it-c o s ts  a s  output 
in c r e a s e s .  To expand, the  in d u s try  must d raw  aw ay from  o th er in d u s tr ie s  
in c re a s e d  am ounts of th e  r e s o u r c e s  i t  u s e s ,  and consequen tly  mufet pay 
h ig h e r p r ic e s  p e r  unit fo r  r e s o u r c e s  of the type w hich it  u se s  m ore 
heav ily  than  does in d u s try  a t  l a r g e ,  and m ust re d u c e  the  ex ten t to  w hich it 
u se s  them re la t iv e  to o th e r  ty p es  of r e s o u r c e s ,  th u s  b ring ing  in to  
o p e ra tio n  th e  law  of d im inish ing  r e tu r n s .  It may be ob jec ted  th a t th is  
w ill not hold t ru e  in  the  c a se  of a  custom s union , s in ce  th is  in  e ffec t 
in c re a s e s  th e  o v e ra ll s iz e  of the 'national*  economy# It i s  the supply 
conditions of fa c to rs  of p ro d u c tio n , how ev er, w hich a re  th e  re le v a n t 
r e s t r ic t iv e  fa c to r  on expansion  of output of an in d u s try  w ithout in c re a s e  
of u n i t - c o s ts ,  and  u n le ss  a  custom s union a p p re c ia b ly  in c re a s e s  the  
in te r-m em b er m obility  of fa c to rs  of p ro d u c tio n , it does not in  th is  sen se  
in c re a s e  the 'sc a le *  of th e  'n a t io n a l ' economy from  the point of view  of 
p roduction  cond itions even if i t  does in c re a s e  it  from  the point of view  of 
th e  s iz e  of th e  p ro te c ted  m arket fo r  s a le s .
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When the  custom s union o p e ra te s  to d iv e rt tra d e  from  i ts  p rev io u s  
channels r a th e r  than  to c re a te  new t r a d e , th e  p a r t ia l  rem oval of d u ties  
which i t  in v o lv es  o p e ra te  in  analogous m anner to  in c re a s e  the p ro te c tiv e  
effect fo r  h ig h -c o s t p ro d u c e rs  of th e  d u ties  w hich re m a in , n o t,h o w ev er, 
by re d u c in g  im p o rts  in to  th e i r  own national t e r r i t o r y  but by ex tend ing  the  
o p e ra tio n  in  th e i r  favou r of th e  p ro te c tiv e  duty to the te r r i to r y  of the 
o th e r p a r tn e r  of the custom s union# It w ould, in  th e o ry , be p o ss ib le  th a t 
if two a r e a s  w ere  jo in ed  in  custom s union , the custom s union would have 
no t r a d e -c re a t in g  e ffec t and only tra d e -d iv e r t in g  e ffe c t , i . e .  no in d u s try  
in  e i th e r  a r e a  would m eet w ith  new com petition  from  the  o th e r  a r e a ,  w hile 
some h ig h -c o s t in d u s tr ie s ,  e x is tin g  o r  p o te n tia l, in each  a r e a  would a c q u ire  
a  new s e t of consum ers in  the o th e r  a r e a  who w ould be p laced  a t  th e ir  
m ercy  b e ca u se  the custom s union ta r i f f  would now shut them  off lo w -c o s t 
so u rc e s  of supply#
A custom s union is  m ore lik e ly  to  o p e ra te  in  the f r e e - t r a d e  d ire c tio n , 
w hether a p p ra is a l  is  in  te rm s  of i ts  consequence  fo r th e  custom s union 
a r e a  a lone  o r  fo r  the w o rld  a s  a w hole:
(1.) The la r g e r  the econom ic a re a  of the  custom s unions and th e re fo re  
the  g re a te r  the  p o ten tia l scope fo r  in te rn a l d iv ision  of la b o u r #
(2) The lo w er the ' a v e ra g e  ' ta r if f  lev e l on im p o rts  from  ou ts id e  th e  
custom s union a r e a  a s  com pared  to  w hat tha t le v e l would be in  the  
ab sen ce  of custom s union#
(3) The g r e a te r  the co rre sp o n d e n c e  in  kind of p ro d u c ts  of the  ra n g e  of 
high c o s t in d u s tr ie s  a s  betw een the d iffe ren t p a r ts  of the custom s union 
w hich w e re  p ro te c te d  by ta r i f f s  in  both th e  m em ber c o u n trie s  b e fo re  custom s
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union w as e s ta b lish e d , i . e .  the  le s s  the d e g re e  of com plem entarity  -  o r  
the g re a te r  the  d eg ree  of r iv a l ry  -  of the  m em ber c o u n trie s  w ith  r e s p e c t  
to  p ro te c te d  in d u s tr ie s ,  p r io r  to custom s un ion .
(4) The g r e a te r  th e  d iffe re n c e s  in  u n it-c o s ts  fo r  p ro te c te d  in d u s tr ie s  
of the  sam e kind a s  betw een p a r ts  of the custom s union, and th e re fo re  
th e  g r e a te r  the  econom ies to  be d e riv e d  from  f r e e  tra d e  w ith r e s p e c t  to 
th e se  in d u s tr ie s  w ithin th e  custom s union a r e a .
(5) The h ig h e r the ta r if f  le v e ls  in  p o ten tia l ex p o rt m ark e ts  ou tside  
the  custom s union a re a  w ith r e s p e c t  to  com m odities in  w hose p roduction  
the m em ber c o u n tr ie s  of th e  custom s union w ould have a  com parative  
advantage  u n d e r f r e e  t r a d e ,  and th e re fo re  the  l e s s  in ju ry  re s u l t in g  from  
re d u c in g  the  d e g re e  of sp e c ia lis a tio n  in  p ro d u c tio n  a s  betw een th e  custom s 
union a r e a  and  the ou tside  w orld#
(6) The g re a te r  the  ra n g e  of p ro te c ted  in d u s tr ie s  fo r  w hich an 
en largem en t of the  m arke t would r e s u l t  in  u n it-c o s ts  lo w er than  th o se  a t  
w hich the com m odities co n ce rn ed  could be im ported  from  o u ts id e  the 
custom s union a rea#
(7) The sm a lle r  the ra n g e  of p ro te c te d  in d u s tr ie s  fo r  w hich an  
en largem en t of the  m arket would r e s u l t  in  u n it-c o s ts  lo w er th an  th o se  a t 
w hich th e  com m odities co n ce rn ed  could be im ported  from  o u ts id e  th e  
custom s union a r e a  w hich would n e v e r th e le s s  expand u n d er custom s union#
Confident judgem ent a s  to  w hat th e  o v e ra ll b a lan ce  betw een th e s e  
con flic ting  c o n s id e ra tio n s  would b e , it  should  be obvious, cannot be made 
fo r  custom s unions in  g e n e ra l and in  the a b s t r a c t ,  but m ust be confined to
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p a r t ic u la r  p ro je c ts  and be b a se d  on econom ic su rv e y s  tho rough  enough to  
ju s tify  re a so n a b ly  re l ia b le  e s tim a te s  a s  to  th e  w eight to be given in  th e  
p a r t ic u la r  c irc u m stan c es  to the  re s p e c tiv e  e lem en ts  in  th e  problem #
Custom s unions a re  from  th e  f r e e - t r a d e  point of v iew , n e i th e r  n e c e s s a r i ly  
good n o r n e c e s s a r i ly  bad; th e  c irc u m stan c es  d is c u s se d  above a r e  th e  
de term in ing  fac to rs#  It would be easy  to  s e t up a  h y p o the tica l model 
w here  custom s union would mean nothing econom ically  excep t an  
in te n s if ic a tio n  of uneconom ic p ro te c tio n , an  in c re a s e  in  the  e ffe c tiv e n e ss  
of tra d e  b a r r i e r s  a s  in te r fe re n c e s  w ith in te rn a tio n a l d iv is io n  of labour#
A u n iv e rsa l custom s un ion , on th e  o th e r hand , w ould be the  equ ivalen t 
of u n iv e rsa l f r e e  trad e#  A ctual custom s union m ust fa ll som ew here betw een 
th e se  two ex trem es#
T h e re  m ust b e , ho w ev er, a  w arn in g  th a t t i i s  a n a ly s is  not only ta k e s  fo r  
g ra n te d  th e  v a lid ity  -  a t  le a s t  when only p u re ly  econom ic c o n s id e ra tio n s  
a r e  taken  in to  accoun t -  of the  argum ent fo r  f r e e  tra d e  from  a  
cosm opolitan  point of v iew , but th a t i ts  r e s u l t s  a r e  much le s s  fav o u rab le  
to  custom s union in  g e n e ra l than  th e  p o sitio n  tak en  by m ost f r e e - t r a d e  
econom ists who have d is c u s se d  the  i s s u e ,  one of the  few ex cep tio n s  w as 
R o b b in s, re g a rd in g  custom s union and th e  ’te rm s  of t r a d e ' ,  th e re  is  a 
p o ss ib ility  of econom ic benefit from  ta r if f  to the ta r if f  - lev y in g  co u n try . 
C o u n trie s  may be ab le  to  ex p lo it m ore e ffec tive ly  com bined in  custom s union 
than  if  they  o p e ra te d  a s  s e p a ra te  ta r if f  a re a s#  T h is  benefit to th e  custom s 
a r e a ,  h o w ev er, c a r r ie s  w ith  i t  a  co rre sp o n d in g  in ju ry  to  the o u ts id e  
w orld# A ta r i f f  does not m ere ly  d iv e rt consum ption from  im ported  to 
d om estica lly  p roduced  com m odities; th is  is  from  th e  f r e e - t r a d e  point of 
view  and th e  econom ic d isad v an tag e  fo r  the  r e s t  of the w orld ; but it  
a lso  a l t e r s  in  fav o u r of the  ta r if f - le v y in g  co u n try  the r a te  a t w hich i ts  
ex p o rts  exchange fo r  the  im p o rts  w hich su rv iv e  th e  t a r i f f ,  o r  i t s  'te rm s  
of tra d e  ' ,  and w ith in  lim its  -  w hich may be n a rro w  and which can  n e v e r
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be de term ined  a c c u ra te ly  -  an  im provem ent in  th e  national ' te rm s  of t r a d e ’ 
c a r r ie s  w ith  i t  an  in c re a s e  in  th e  n a tio n a l to ta l  benefit from  t r a d e .  The 
g re a te r  the econom ic a r e a  of the  ta r if f  -lev y in g  u n it, the g r e a te r  is  
lik e ly  to  b e , o th e r  th ings being eq u a l, the im provem ent in  i t s  te rm s  of t r a d e  
w ith the o u ts id e  w o rld  re s u lt in g  from  i ts  t a r i f f .  A custom s un ion , by 
in c re a s in g  the  ex ten t of the t e r r i t o r y  w hich o p e ra te s  u n der a  s ing le  t a r i f f ,  
thus ten d s  to  in c re a s e  the e fficacy  of the  t a r i f f  in  im proving  the  te rm s  of 
tra d e  of th a t a r e a  v is - a - v is  the  r e s t  of the  w orld*
The te rm s  of t ra d e  of a  custom s a re a  w ith the ou ts id e  w o rld  can be in flu en ced  
not only by i t s  own ta r i f f ,  but by th e  ta r i f f s  of o th e r c o u n tr ie s . T he 
h ig h e r th e  ta r i f f s  of o th e r c o u n tr ie s  on i t s  ex p o rt p ro d u c ts , th e  le s s  
fa v o u ra b le , o th e r  th in g s  being  e q u a l, w ill be the te rm s  of t r a d e  of a 
custom s a r e a  w ith  the o u ts id e  w o rld . But th e  lev e l of fo re ig n  ta r i f f s  
can  be a ffec ted  in  some d e g re e  th rough  ta r i f f  b a rg a in in g , and the  l a r g e r  
the  b a rg a in in g  u n it, the m ore e ffec tive  i ts  ba rg a in in g  can  b e .
H ow ever, ta r i f f s  could  be an e ffec tiv e  fa c to r  a s  f a r  a s  te rm s  of tra d e  
a r e  c o n ce rn ed , but s t i l l  it  is  la rg e ly  a  function  of p r ic e  le v e ls .  In the  
meantim e the  l a t t e r  is  th e  o ffsp rin g  of exchange r a te  flu c tu a tio n  and 
in fla tio n  r a t e s .
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3o 5 In te g ra tio n  and In te rd ep en d en ce  of the W orld Economy
The econom ic in te g ra tio n  of th e  w e s te rn  d em o crac ie s  has p ro ceed ed  
ap ace  e v e r  s in c e , a t the end of th e  1950s, they  s e t  th em selv es  firm ly  on 
the  path  of t ra d e  and  paym ents l ib e ra l iz a t io n . The grow th of in te rn a tio n a l 
t ra n s a c tio n s  h as  been fo rm idab le  in  a ll sp h e re s  of econom ic a c tiv ity  and 
la te ly  a p p e a rs  to  have the c o n tro l of the n a tiona l gov ern m en ts. Will they 
a cc e p t th is  lo s s  of c o n tro l, o r  w ill they  a ttem pt to  r e a s s e r t  th e i r  pow er? 
T h e re  is  no h is to r ic  p re c e d e n t. In the  l a i s s e z - f a i r e , l a i s s e z - p a s s e r , 
days of the la te  n in e teen th  c e n tu ry , the  f r e e  p lay  of m arke t fo rc e s  
p re se n te d  no d ire c t  challenge to the autonom y of th e  n a t io n -s ta te ,  s ince  
the l a t t e r  had not y e t a ss ig n e d  to  i ts e lf  a  p redom inant ro le  in  econom ic 
a f f a i r s .  In the la te  tw en tie th  c en tu ry  the  r ig h t  -  o r  duty -  of the  s ta te  to  
govern  th e  economy is  w idely (though not u n iv e rsa lly )  re c o g n iz e d . It is  
c e r ta in ly  a  fa c t th a t governm ent in te rv e n tio n  is  p ra c t is e d  in  a l l  m arket 
econom ies to  a  g re a te r  o r l e s s e r  ex ten t. The fa c t that a  la rg e  and  
grow ing volume of na tional tra n s a c tio n s  should  be conducted  w ith  the 
ou ts id e  w o rld , and  th a t n a tio n a l co n tro l o v e r th e se  tra n s a c tio n s  is  
s lip p in g , th e re fo re  re d u c e s  th e  s t a t e ’s pow er of ac tio n  in  th e  econom ic 
s p h e re .
The s ta te  ’ s autonom ous pow er of d ec is io n  in  econom ic m a tte rs  h as  been 
re d u c e d  in  two w a y s . F i r s t ,  th e  s ta te  h a s  v o lu n ta rily  re lin q u ish e d  i ts  
pow er of autonom ous ac tio n  by means of t r e a t ie s  and  a g re em e n ts , in  
r e tu r n  fo r  a  co rre sp o n d in g  re d u c tio n  in  the  pow er of independent ac tio n  
by i ts  p a r tn e r s ,  in a  num ber of f ie ld s  w here  th e  gains from  in te rn a tio n a l 
co o p era tio n  outw eigh th e  lo s s  of ab so lu te  autonom y. Thus c o u n tr ie s  a r e  
not f r e e  to  change th e i r  ta r i f f s  a t w ill, s in ce  m ost of them  have been  
fixed  a t p re c is e  le v e ls  in  the c o u rs e  of in te rn a tio n a l nego tia tion  and  a re  
so l is te d  in  an  in te rn a tio n a l conven tion . U ntil A ugust 1 971 , when
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P re s id e n t Nixon announced th e  in co n v e rtib ility  of the  U nited  S ta te s  
d o lla r  in to  go ld , c o u n trie s  w e re  not f r e e  to a l te r  th e ir  exchange r a te s  
(that i s ,  the p a r ity  of th e ir  c u rre n c y  in  te rm s  of gold o r  d o lla rs )  w ithout 
the b le ss in g  of th e i r  t ra d e  p a r tn e r s .
S eco n d ly , the  re la t iv e  ’o p e n n e s s ’ of the  n a tio n a l econom ies to w ard s  
each  o th e r  m eans th a t p o lic ie s  in  one co un try  can  have an  in s tan tan eo u s  
effec t in  a n o th e r -  and th e se  e ffe c ts  may w ork  co u n ter to  th e  econom ic 
policy  th a t a  governm ent i s  a ttem pting  to  pursue*  The c la s s ic a l  way in 
w hich th e  pe rm eab ility  of econom ic u n its  in  an  in te rn a tio n a l/n a t io n -s ta te  
system  found e x p re ss io n  w as th ro u g h  the  b a lan ce  of paym ents. T hus a  
governm ent p o licy  aim ed a t prom oting grow th by in c re a s in g  th e  to ta l 
ex p en d itu re  of i ts  c itiz e n s  could  w e ll th w a rt th e  policy  of an o th e r 
governm ent a ttem pting  to  s ta b i l is e  p r ic e s  by red u c in g  e x p en d itu re . In a  
w orld  of many gov ern m en ts , h o w ev er, th e se  e ffe c ts  would be d is s ip a te d  
o v e r a  la rg e  a re a  and  w ould u su a lly  be d isco u n ted  by the  form ula to r s  of 
dom estic  econom ic p o licy . D uring  the 1960s, how ev er, th e re  developed  a 
new way in  w hich the  p e rm eab ility  of econom ic u n its  could be e x p re s s e d , 
nam ely v ia  s h o r t- te rm  f in a n c e . C en tra l banks have long a p p re c ia te d  th e  
e q u ilib ra tin g  in fluence  of s h o r t- te rm  cap ita l m ovem ents on the b a lan ce  of 
paym ents, fo r  w hen a  governm ent r a is e d  the in te r e s t  r a te  to  re d u c e  dom estic  
ex p en d itu re  in  o rd e r  to  b r in g  o v e ra ll  r e c e ip ts  and ex p en d itu re  in to  l in e , 
in te rn a tio n a l s h o r t- te rm  c ap ita l flow ed in to  the co u n try , in c re a s e d  
re c e ip ts  and  re d u c e d  th e  s iz e  of th e  n e c e s sa ry  cu ts  in  e x p en d itu re .
T hough, th e se  s h o r t- te rm  flow s have had d e s ta b ilis in g  e ffe c ts , b ecau se  
the  c re d ib ility  of th e  f ix e d -e x c h a n g e -ra te  sy stem  w as in  doubt, w ith  the  
r e s u l t  th a t la rg e  sums of money moved m ore in  re la tio n  to  p o ssib le  
e x c h a n g e -ra te  a l te ra t io n s  th an  in  re la tio n  to in te rn a tio n a l in te r e s t - f r e e  
d if fe re n tia ls .
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One of the  re a s o n s  fo r  the  b reakdow n of the  f ix e d -e x c h a n g e -ra te  system  
w as th a t c o u n tr ie s  w ere  not w illin g  to  subm it to  th e  d isc ip lin e  th a t it 
im p lied . It im p lied , above a l l ,  equ ilib rium  betw een paym ents and  re c e ip ts  
w ith in  each  p a rtic ip a tin g  u n it. N e v e r th e le s s , fu ll employment and a  high 
le v e l of econom ic ac tiv ity  w e re  m ore im portan t econom ic o b jec tiv es  
so c ia lly  and  p o litic a lly , than  th e  m ain tenance of a  fixed  exchange r a t e ,  
w ith th e  r e s u l t  th a t w henever econom ic a c tiv ity  flag g ed , governm ents 
d id  not h e s ita te  to  in je c t e x tra  spending  pow er in to  th e  econom y, 
i r r e s p e c t iv e  of the  ba lan ce  of paym ents s itu a tio n . T h is  le d  to g re a te r  
ba lan ce  of paym ents d is  e q u ilib r ia  than  the  f ix e d -e x c h a n g e -ra te  system  
could  cope w ith  in  the a b sen ce  of c lo s e r  in te rn a tio n a l econom ic co o p e ra tio n , 
W irting in  1968, R ich a rd  C o o p er, of Y ale U n i v e r s i t y , r e a c h e d  th e  
conclusion  th a t a s  in te rn a l d e fla tio n  w as not a ccep tab le  a s  a  m eans of 
r e -e s ta b l is h in g  b a lan ce  of paym ents eq u ilib riu m , and a s  c o u n tr ie s  had 
lo s t  the pow er to  a l te r  th e i r  ta r i f f s  and exchange r a t e s  au tonom ously , the 
only acc e p tab le  way of com bining the b en efits  of ex ten siv e  econom ic 
in te rd ep en d en ce  w ith re te n tio n  of su ffic ien t n a tiona l autonom y fo r  th e  
p u rsu it of leg itim ate  econom ic o b jec tiv es  would be the ’ c lo se  in te rn a tio n a l 
co o rd in a tio n  of e x te rn a l m e a s u re s ’ (that i s ,  of t a r i f f s ,  q u an titiv e  
r e s t r i c t io n s ,  exchange c o n tro l) .
The p o ss ib il ity  th a t governm ents should co o rd in a te  th e ir  econom ic 
p o lic ie s  w ith r e g a r d  to  in fla tio n  and fu ll em ploym ent, th u s  red u c in g  th e  
ex ten t of the b a lan ce -o f-p ay m en ts  d is  e q u ilib r ia , would c le a r ly  be 
p re fe ra b le  to  th e  c o n tro lle d  u se  of r e s t r a in t s  a s  p ro p o sed  by P r o f e s s o r  
C o o p er, but would imply a  fu r th e r  and p o ssib ly  unaccep tab le  lo s s  of 
na tional econom ic autonom y. In the  ev en t, co o p era tio n  w as ach iev ed  on 
n e ith e r  and th e  f ix e d -e x c h a n g e -ra te  system  buckled  u n d er th e  s t r a in .
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At the f i r s t  sign of w e a k n e ss , s h o r t- te rm  c ap ita l m ovements c e a se d  to  be 
a  s ta b ilis in g  fa c to r  in  the ad ju stm en t p ro c e s s  and  follow ed to su rp lu s  
c o u n trie s  and  aw ay from  d e fic it c o u n tr ie s , an tic ip a tin g  an a lte ra t io n  in 
the  r a t e  of exch an g e . Now, governm ents do not have many a l te rn a tiv e s :  
if they  w ish  to  r e - e s ta b l is h  a  c re d ib le  system  of exchange r a t e s ,  they
(75)must co o rd in a te  th e i r  p o lic ie s  w ith  r e g a rd  to em ployem ent and in fla tio n  
A s y e t th e se  p ro v ed  to  be goals  r a th e r  th an  a g re e d  im plem ented p o lic ie s
governm ents opted  fo r  flex ib le  exchange r a t e s  and  fo r  ag reem en ts  on tra d e
and  paym en ts.
The ev en ts  in  th e  in te rn a tio n a l m onetary  sp h e re  from  1968 to  1973 
confirm  what econom ists  have been  say ing  fo r  y e a r s  about th e  need  to 
co o rd in a te  na tio n a l econom ic p o lic ie s  w ith in  an in te g ra te d  a r e a ,  th e  
assum ption  be ing  th a t the  m em bers of the  in te g ra te d  a re a  would o p e ra te  
on the b a s is  of f ix ed  exchange r a t e s .  If no a ttem pt to  coordinate econom ic 
p o lic ie s  w as m ade, th e  a rgum ent w ent on , d iv e rg en t na tiona l p o lic ie s  
would e x a c e rb a te  b a lan ce -o f-p ay m en ts  d is  e q u ilib r ia  and  le ad  to  tr a d e  
and c u rre n c y  co n tro ls  o r  e x c h a n g e -ra te  v a r ia t io n s .
M asking th is  spon taneous tre n d  to w ard s  econom ic in te g ra tio n  th roughou t 
the developed  f r e e —m arket w o rld  w e re  two co n sc io u s  a tta n p ts  to 
in te g ra te  econom ically , nam ely the E uropean  Econom ic Community (EEC) 
and the Euio pean  F r e e  T ra d e  A sso c ia tio n  (E F T A ). T h ese  co n sc ious e ffo r ts  
to  in te g ra te  com plem ented and  re in fo rc e d  the spontaneous tre n d  to w ard s  
the w id e r in te g ra tio n  r e f e r r e d  to  ab o v e . T hus the  c re a tio n  of th e  E E C  
induced  the  U nited  S ta te s  to  o ffe r u n p reced en ted  ta r i f f  co n cessio n s  in 
o rd e r  to  m itiga te  the  e ffec t of t r a d e  d isc r im in a tio n , s im ila r ly , the  
en largeræ nt of the  EE C  and the nego tia tion  of f r e e  tra d e  a r e a s  betw een  
the  rem ain in g  ’n o n -a p p lic an t ' E FTA  c o u n trie s  in  1971 -7 2 , has 
p rom pted  a r a th e r  p ro te c tio n is t U nited S ta te s  A dm in istra tion  to  a sk  an
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even m ore p ro te c tio n is t U nited S ta te s  C o n g ress  fo r  w ide n ego tia ting  
p ow ers w ith  w hich to b re a c h , once m o re , the  w all of eccnomic 
d isc rim in a tio n  in  E u ro p e , F u r th e rm o re , d isc r im in a to ry  tr a d e  bloc 
the  s iz e  of the  EE C  proved  to  be an i r r e s is ta b le  nngnet fo r  A m erican  
d ire c t  in v estm en t, co n trib u tin g  to  th e  in te g ra tio n  of W estern  c ap ita l 
m a rk e ts , b u s in e s s  e n te r p r is e s  and know -how , and in c re a s in g  the flow 
of t ra n s a c tio n s  th roughout th e  developed w o rld . B ecau se  of th e se  
o ffse ttin g  f a c to r s ,  th e  d isc r im in a to ry  im pact of th e  E E C  and E F T A  w as 
le s s  n o ticeab le  than  had been  fe a re d . Indeed , the  a v e ra g e  g row th  r a te  
of the  U nited  S ta te s  ex p o rts  to  W estern  E u ro p e  w as m ain tained  th roughou t 
the  1960s a t about the  sam e le v e l a s  during  the  19 5 0 s , T h i s  su g g es ts  
th a t the fo rc e s  of spon taneous in te rn a tio n a l in te g ra tio n a l econom ic (o r 
in te rd e p en d e n c e , if it is  p re fe r re d )  w e re  a  match fo r  the  fo rc e s  of 
co n sc io u sly  p u rsu e d  in te rn a tio n a l econom ic in te g ra tio n . In deed , s in ce  
both th e se  fo rc e s  to g e th e r  w ith  th e  in c re a s in g  r o le s  p layed  by m ulti­
na tional f irm s , ten d  to w ard s  a  m ore e ffic ien t a llo ca tio n  of p ro d u c tiv e  
r e s o u rc e s  w ith in  th e i r  r e s p e c tiv e  a r e a s  of in te g ra tio n , and  s in ce  the 
l a r g e r  a r e a  en com passes the  sm a lle r one , th e  tra d e -d iv e r s io n a ry  
im pact of the  n a r ro w e r  in te g ra tio n  a r e a ,  fo rtu n a te ly  h a s  been  much 
d im in ished .
CHAPTER IV
THE PRELIMINARY SURVEY: THE QUESTIONNAIRE
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A random  sam ple w as chosen  to r e p re s e n t  th e  UK m an u fac tu res . The 
only c o n s id e ra tio n  h a s  been th a t i t  should  c o n s is t of la r g e ,  medium and 
sm all f irm s , c la s s if ie d  acco rd in g  to num ber of em p loyees. T h is  w as 
done acc o rd in g  to UK C ensus of P ro d u c tio n  C la ss ific a tio n : 1 -499  
r e p re s e n t  sm all f irm s , 500 -  1 999 r e p re s e n t  medium firm s and 
2000 and o v e r  r e p r e s e n t  la rg e  f irm s .
The re s p o n se  w as v e ry  poor due to  th e  c irc u m stan c es  v h ic h  fo llow ed  
im m ediately a f te r  the  d esp a tch  of the  q u e s tio n n a ire s , nam ely th re e  days 
w ork  p e r  w eek , im posed by th e :th en  governm ent due to  the m in e rs ' 
s t r ik e ,  A second  random  sam ple of m anufactu ring  in d u s tr ie s  w as 
su b seq u en tly  c h o se n , a cco rd in g  to the  sam e c o n s id e ra tio n s  a s  th e  f i r s t  
sam ple .
T he to ta l r e s p o n s e  of th e  f i r s t  and  the  second  sam ples r e p re s e n t  
38,4%  of the ch o sen  m a n u fa c tu re rs .
T he q u e s tio n n a ire  c o n s is ts  of 16 q u e s tio n s i Q uestions 1 , 2 , 3  and
5 w ere  in tro d u c to ry  q u estio n s  fo r  each  firm  to  iden tify  i t s e l f .  The 
re m a in d e r of the  16 q u estio n s  a r e  l is te d  below , w ith  a  sum m ary of how 
the  firm s re sp o n d e d  to  each  q u e s tio n .
Q uestion  4
If y o u r company had  any m anufacturing  e s tab lish m en t(s) in  th e  o rig in a l
(*) S ee  S ta n d a rd  In d u s tr ia l C la ss if ic a tio n  (HMSO), 1 968,
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E E C  c o u n tr ie s  b e fo re  1 st J a n u a ry  1973, p le a se  in d ica te  in  which 
coun try  and  when i t  w as s ta rted *
The c o u n trie s  w e re , B elgium , F ra n c e , H o lland , I ta ly , Luxem bourg 
and W est G erm any; and th e  re s p o n se  c a lled  fo r  Y es o r  No a n sw e r .






T h ese  re la te d  to  d iffe re n t s ta r t in g  d a te s  and d iffe ren t E E C  c o u n tr ie s  
depending  on w h e th er the firm s had m anufactu ring  e stab lish m en t(s ) in 
the  o rig in a l s ix  EE C  c o u n trie s  b e fo re  1 s t Jan u a ry  1973,
Q uestion  6
Did you t r a d e  b e fo re  1 s t J a n u a ry  1973 w ith  one of the  s ix  E E C  c o u n trie s  





(*) H ere  and  a f te r ,  the le t te r s  L , M and S ,  w ill r e p re s e n t  the  follow ing: 
L  = la r g e - s iz e  m an u fac tu res , M = m ed ium -size  m an u fac tu res , and 
S = sm a ll-s iz e  m an u fac tu res .
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If n o t, do you now? (a fte r  1 s t Jan u a ry  1973):
M anufactures Y es No No re sp o n se
L a rg e 0 0 -
Medium 1 4 1
Sm all 2 16 1
If y e s ,  what did you expect th e  e ffec t on y o u r tra d e  would be a f te r  the UK 
had jo in ed  the Community?
F av o u rab le  No change U nfavourable 
L a rg e  10 6 1
Medium 14 4 -
Sm all 46 19 -
Q uestion  7
Did y o u r p roduct c a r r y  fu ll im port duty in  the  o rig in a l EEC  c o u n tr ie s  
p r io r  to  UK e n try ?
Y es No
L a rg e  21 5
Medium 28 5
S m all 65 8
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If Y es, what do you expect th e  e ffec t of ta r i f f  red u c tio n  would be in  
y o u r s a le s  volum e?
In c re a se  of 
s a le s  volume 
expected
In c re a s e  of 
s a le s  volume 




F o r  th o se  expecting an  in c re a s e  in  th e i r  s a le s  vo lum es.
w e re  a s  follow s:
% of in c re a s e
0-5 5-10 11-15 16-20 21-25 o v e r 25
L 1 8 4 1 1 3
M -  - 15 4 1 4
S 4 24 11 8 1 7
Q uestion  8
If you a lre a d y  tra d e d  w ith  th e  EE C  c o u n tr ie s  (and if B r ita in  had  not jo ined  
th e  EEC ) would you expect the volume of y o u r tr a d e  to be unaffec ted  by 
UK e n try  into the Community?
Y es No
L arg e 7 16
Medium 12 15
Sm all 28 36
Would you c a re  to specify  why?
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The fo llow ing a r e  the a n sw e rs  re c e iv e d  re g a rd in g  th e  com m ent. They 
a r e  q u o ta tio n s  ob ta ined  from  the  ex ecu tiv es  in te rv ie w e d ,
L a rg e - s iz e  f irm s  re p o n s e s ;
'A e ro s p a c e  t r a d e  in  W. E u ro p e  does not a p p ea r to  have been  g re a tly  
a ffec ted  by e n try  in to  the  Common M arek t, a s  a e ro sp a c e  m a n u fa c tu re rs , 
in c lud ing  UK com pan ies , have a lw ays o p e ra ted  on the b a s is  of a  w orldw ide 
m a rk e t. S a le s  tend  to  be se n s itiv e  to  fa c to rs  such a s  c o lla b o ra tiv e  links 
w hich e x is te d  long  b e fo re  e n try , and p o lit ic a l/ te c h n ic a l/m ili ta ry  f a c to r s ,  
and  in  the c a se  of c iv il s a le s  p a r t ic u la r ly , the  c re d it  which th e  
m an u fac tu re r can  o ffe r , '
' N a tio n a lis t fee ling  evident am ongst G erm an an d , to  a  l e s s e r  e x te n t, 
F re n c h  m a n u fa c tu re rs  w ill so ften  if B r ita in  is  a  m em ber of th e  E E C , 
E v id en ce  of f r e s h  in te re s t  due to  com petitive p r ic e  of B r it is h  g o o d s, '
' T ra d e  would be expec ted  to  in c re a s e  due to th e  ab o litio n  of t a r i f f s ,  '
'We w e re  a lre a d y  com peting e ffe c tiv e ly . T a r if f  re d u c tio n  ten d ed  only 
to im prove m a rg in s , '
'E a s in g  of ta r i f f  b a r r i e r s ,  '
'W ell e s ta b lish e d  m arket p r io r  to E E C  e n try . C om petitive p r e s s u r e  not 
su ffic ien tly  p r ic e -b a s e d  to be s e r io u s ly  a ffec ted  by ta r if f  re d u c tio n s , '
'R ed u c tio n  of T a r if f s ,  '
'D u ty  r a te  of -  20% made p ro fitab le  grow th d iff icu lt.
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’L ow ering  of ta r if f  b a r r i e r s ,  ’
’T h e re  is  more w illin g n ess  to  acc e p t UK p ro d u c ts , ’
Medium s iz e  firm s re s p o n se s
’S a le s  in  o u r p roduct a r e a s  a r e  d ependan t, in  th e  m ain, upon 
governm ent exp en d itu re  p ro g ra m s , a n d , to  a l e s s e r  d e g re e , ex p en d itu re  
in  the p r iv a te  s e c to r .  ’
’As m an u fac tu re rs  of medium to  la rg e  p la s t ic s  m ouldings, the  m ajo rity  
of ou r ra n g e  is  uneconom ic to  e x p o r t , ’
’P r ic e  com petition , ’
’R eduction  in  ta r i f f s  over five y e a r s  shou ld  in c re a s e  volum e, bu t a t a  
g rad u a l r a t e ,  ’
’We have been tra d in g  in two E E C  c o u n tr ie s  th ro u g h  o u r su b s id ia ry  
com panies fo r  many y e a r s  p r io r  to  the E E C  fo rm atio n , and o u r  m arke t 
p e n e tra tio n  is  b ased  on q u a lity , o u r s tock ing  p o licy , and  the in te rn a l 
tra d in g  re la tio n sh ip  w ith the  s u b s id ia r ie s ,  ’
’P ro d u c ts  so ld  a t m arket p r ic e  in  re la t io n  to  indigenous com petition , '
’B ecau se  of ou r s e t-u p  w ith s u b s id ia r ie s  in  E E C , A lso  ty p es  of 
p ro d u c ts , m a rk e ts , e tc ,  and lic en cee  c o n n ec tio n s , ’
’G erm an and  F re n c h  d ep o sits  w ill be m o re , ’
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’ Duty w as not the main b a r r i e r .  The n o n - ta r if f  b a r r i e r s  w e re  a  l a r g e r  
o b s ta c le , fo r  exam ple it w as not p o ss ib le  to get CCTV ap p ro v ed  fo r 
com ponents fo r  F ren c h  P o s t O ffice o r  m ilita ry  ap p lica tio n s  u n le ss  a  
m em ber of E E C , *
’T a r if f  re d u c tio n s , due to  e n try , have made o u r p r ic e s  much m ore 
com petitive  and  w ill continue to  do s o . We in tu rn  may su ffe r in  o u r 
Home T ra d e  from  EEC  im p o rts  to  th is  co u n try , but we r a th e r  d isco u n t 
th is ,  on p re s e n t e x p e r ie n c e , ’
’O ur b u s in e s s  a c tiv it ie s  em brace  c ap ita l p lan t and equipm ent w hich a re  
u su a lly  p u rc h a se d  on b a s is  of technology invo lved , ’
’ S a le s  volum e w ill not in c re a s e  by m ore th a n  59^, T a rif f  ch anges -  low er 
p r ic e s  -  s lig h tly  l a r g e r  volum e, ’
’O ur p ro d u c ts  a r e  so ld  on te ch n ica l m e rit and  s e r v ic e .  We have good 
a g e n ts , and o u r own s a le s  o rg a n isa tio n  in  G erm any and H olland , Once 
in itia te d  w e find  cu sto m ers  r e tu r n  au to m atica lly . We have been  in  
E u ro p e  fo r  20 y e a r s ,  ’
’Jo in in g  the  EE C  w as a main ju s tif ic a tio n  fo r  developing  new m ajor 
p roduct ra n g e  sp ec if ic a lly  fo r  E E C  m ark e t co n d itio n s , ’
’ In v is ib le  t r a d e  b a r r i e r s  would be the  main p ro b lem . By EE C  Law  one 
cannot d isc r im in a te  a g a in s t a n o th e r m em ber c o u n tr ie s ’ p ro d u c ts ,  ’
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Sm all s iz e  firm s  re s p o n se s
’B efo re  th e  e n try , t ra d e  w ith  EEC  w as due to  th e  b e lie f in  UK p ro d u c ts . 
H arm o n isa tio n  of s ta n d a rd  an d  sp ec ifica tio n  h e lp s , t r a d e .
’EE C  is  la rg e ly  the ’b a b y ’ of p o litic ia n s . In d u s tr ia l is ts  a r e  m ore 
in te re s te d  in  ob ta in ing  the r ig h t goods, of the r ig h t  q u a lity , a t th e  r ig h t 
p r ic e ,  and  a t the  r ig h t tim e . We make com ponents fo r  in d u s try  and  the  
fa c t of o u r  m em bership  of the  E E C  h as  l i t t le  e ffec t on th e se  p o in ts . ’
’The duty re d u c tio n  am ounts to 1 to 2 ^  p . a .  o v e r 5 y e a r s .  The h ig h e r 
r a t e  of in fla tio n  in  UK v is  a  v is  m ost EE C  c o u n tr ie s , m ore th an  outw eighs 
th is  ad v an ta g e , ’
’EE C  c o u n tr ie s  have th e ir  own s ta n d a rd s  of p roduction  a g a in s t w hich we 
cannot com pete , ’
’Maybe in  due c o u rse  s a le s  would im prove a s  E u ro p ean s  get u sed  to 
buying B r it is h  equ ipm ents. At p re s e n t they  a r e  r a th e r  n a tio n a lis t ic , ’
’B ecau se  we a r e  a sm all com pany, o p e ra tin g  in  a  sm all sp e c ia lis e d  
m a rk e t, ’
(’As soon a s  R ip p o n ’s '  '  n eg o tia tio n s  looked p ro m isin g , d o o rs  on which we 
have been  knocking fo r y e a r s  s ta r te d  to  open . It seem ed we had  become 
’m em bers of the  c lu b ’ and e lig ib le  fo r  o r d e r s ,  ’
’Too many cond itions a ffec ted  th is  i s s u e .  F lo a tin g  pound, in fla tio n , e tc . 
The fac t th a t the pound w ent down and ta r if f  b a r r i e r s  w ere  re d u c e d  by
(*) G« R ippon , the B r it is h  C hief N ego tia to r appoin ted  by M r, H e a th ’s 
governm ent (1970-74), to s e tt le  the  te rm s  of B r i ta in ’s m em bersh ip .
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e n try  in to  E E C , obviously made B r it is h  p ro d u c ts  v e ry  com petitive# If 
n e ith e r  had happened it could have been  a  v e ry  d iffe ren t p ic tu re . '
’ Change in  ta r i f f  r a te s  and g e n e ra lly  l a r g e r  m arkets#  ’
’B ecause  of th e  red u c tio n  of ta r i f f  o v e r a  p e rio d  of s e v e ra l  y e a r s  i t  is  
n eg lig ib le  when com pared w ith:
(a) devalua tion  of the  pound by 1 59̂  a f te r  floa ting  and  
subsequen t devaluation  by 19^  from  p re -f lo a tin g  r a t e .
(b) ag re ea b ly  lo w er la b o u r  c o s ts  in  UK com pared  w ith 
o th e r E E C  cou n tries#
’O ur e n try  in to  the  E E C  h as  long been  aw aited  by o th e r m em ber c o u n trie s  
who now expect t ra d e  to  develop  betw een o u r cou n tries#  A re d u c tio n  in  
duty r a te  helps# ’
’We make and s e ll  unique p ro c e ss in g  m achinery  fo r  lim ited  s p e c ia lis e d  
m arket# We have o u r l i t t l e ,  if  an y , com petitive  p o s itio n , and a s  a  
r e s u l t ,  e n try  in to  EE C  has had l i t t le  e ffec t on demand fo r  o u r p ro d u c ts . ’
’E u ro p ean  businessm en  a p p e a r  to  be m ore co o p era tiv e  than  b e fo re  
B r it is h  en try  to  EEC# ’
’B ecause  of the  ta r if f  reduction#  ’
’B ecau se  in  the end every th ing  com es down to  o ffering  the r ig h t p ro d u c ts  
a t the  r ig h t p r ic e  and a t the  r ig h t  t im e , backed up by re a l ly  a g g re s s iv e  
m arketing  and policy flex ib ility#  ’
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’ On tra v e ll in g  a b ro ad  I have found th a t d e sp ite  w hat n ew sp ap e rs  and 
te le v is io n  say  th e re  is  a  v e ry  s tro n g  p ro  B r it is h  fe e lin g . W herever I 
have been  th is  fee ling  h a s  been ap p a ren t and they  a r e  only too anx io u s 
to  u se  B r it is h  id e as  and B r it is h  m erch an d ise  and , c o n v e rse ly , s e ll  th e ir  
own id e a s  and m erch an d ise . I would th e re fo re  expect a  g re a te r  tw o-w ay 
flow of t r a d e  betw een G rea t B rita in  and o th e r EE C  c o u n tr ie s . ’
’We a r e  in  a  fash io n  t r a d e ,  and if we p roduce  the r ig h t goods to  su it a 
dem and, we can  a lw ays se ll  o u r p ro d u c ts . The c r i t e r i a  i s  su p p ly , both 
quan tity  and  d e liv e ry  tim e . ’
’ T a r if f  r a te  d e c re a s e  m akes our m achinery  m ore com petitive . ’
’We make highly  com plex m icrow ave in s tru m en ts  w hich a r e  only m arg in ly  
a ffec ted  by ta r i f f  o r  econom ics, w h e rea s  tech n o lo g ica l p e rfo rm an ce  i s  of 
p rim e im p o rtan ce . ’
’We have f r e e  agency co v erag e  in  the EE C  c o u n tr ie s  and  w ould have 
expec ted  p re s e n t  le v e ls  of b u s in e ss  to  co n tin u e . ’
’The la r g e r  th e  m a rk e t, i . e .  F ra n c e , I ta ly  an d  West G erm any, is  
d ifficu lt m ark e ts  fo r  us owing to  lo ca l com petitions, and p o ss ib ly  n a tio n a lis tic  
a t t i tu d e s . The rem ain ing  m ark e ts  w e re  th e  o ld  E F T  A a r e a s  w hich a lre a d y  
had low ta r i f f s .  ’
’The p a th e tic  position  we a r e  in  now . ’
’S p e c ia l is t  p ro d u c ts . ’
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’ C ontinuing na tio n a lism . ’
’We have been  trad in g  w ith cu sto m ers  in  th o se  c o u n trie s  a lre a d y  for 
y e a r s . ’
’T a r if f  re d u c tio n s . ’
’ O ur own in ab ility  to p roduce  su ffic ien t to  s a t is fy  both home and  
o v e rs e a s  m a rk e ts . ’
’ D ealing in  a  v e ry  s p e c ia lis e d  m arket we a r e  one of only fo u r  o r  five 
w o rld  m an u fac tu re rs  and  s u p p lie rs .  ’
’Good demand fo r  o u r p roduct in  W. G erm any, b a se d  on p r ic e  and 
q u a lity . ’
’ O ur volume had been  s te a d ily  in c re a s in g  anyw ay. UK e n try  h a s  
made i t  p o ssib le  to sp eed  th a t g row th  up w ith  th e  re d u c tio n  in  ta r i f f  
b a r r i e r .  ’
’B ecau se  the  type of p ro d u c ts  we p roduce  a r e  highly  s p e c ia lis e d , and no 
equ ivalen t is  av a ilab le  w ith in  the  EEC c o u n tr ie s . ’
’R eduction  of im port d u tie s , l e s s  s a le s  r e s is ta n c e  a s  a  m em ber c o u n try , ’
’T a r if fs  p ro v ed  no s ig n fican t o b s tac le  to s e ll in g  in  EEC  c o u n tr ie s , 
h o w ev er, the  a ttitu d e  of EEC  c o u n trie s  to w a rd s  B r it is h  goods seem s to  
be m ore fa v o u ra b le . ’
’ O ur ex istin g  b u s in e ss  would have rem a in ed  w ith  u s ,  but o u r p ro sp e c ts
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fo r  expansion  of E u ro p ean  s a le s  would h av e  been  s e v e re ly  c u r ta ile d . '
’Not de term in ed  a t  p re se n t a s  o th e r  f a c to r s ,  such  a s  d e liv e r ie s  and 
exchange f lu c tu a tio n s , have la rg e  in flu en c e . '
'We build  m otor c r u i s e r s  and y a ch ts  in  a  low volum e. A s it is  a  h ighcost 
lu x u ry  p ro d u c t, i t  h as  no b o u n d a rie s . '
'T ra d e  p rev io u s ly  d im inished  w ith E E C  c o u n tr ie s .  The re c e n t  developm ent 
is  due to ta r i f f  re d u c tio n . '
'T h e  p ro d u c ts  supp lied  a r e  of a  n a tu re  th a t m akes com petition u n lik e ly . 
G row th th e re fo re  can  be ex p ec ted , given s tab le  tra d in g  cond itions and  
is  not lik e ly  to  be a ffec ted  by ta r i f f  ch an g es . P ro d u c t volume is  low . *
'S p e c ia l  low volum e p ro d u c ts . '
'We fee l th a t th e  im port duty e ffec t w ill be v e ry  sm all and  the  only 
p o ss ib le  advan tage  w ith our type of p ro d u c t would be a  p o ss ib le  
p sy cho log ica l advan tage  if we a r e  m em bers of the  Community. '
'T h e  re d u c tio n  of im port d u ties  should  in  tim e a ffe c t o u r tra d e  fa v o u rab ly . '
'T h e  m arg inal sav in g s  in  d u tie s  a r e  not a t tra c t iv e  enough to enco u rag e  our 
d is tr ib u to r s  to  buy m o re , o r  re d u c e  th e i r  se llin g  p r ic e  in  o rd e r  to in c re a s e  
s a le s .  '
'In  o u r c a s e , we would expect only m arg ina l b en efits  re s u lt in g  from  
ta r i f f  re d u c tio n s  and  g e n e ra lly  c lo s e r  t ie s  betw een  o u r coun try  and 
o th e rs  in  E E C . O ur p roduct is  v ir tu a lly  w ithout co m petito rs  and 
th e re fo re  it i s  not ' p r ic e  s e n s itiv e  ' . '
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Q uestion  9
To w hat ex ten t h as the  'f lo a tin g  r a t e ' fo r  the  pound helped  yo u r 
tra d e  in  the  EEC  c o u n tr ie s?
S ign ifican tly  M arg inally  Not a t  a ll
L  5 17 3
M 10 14 7
S 23 25 29
Q uestion  10
Do you expect in c re a s e d  com petition  in  UK from  firm s in  the E E C  
c o u n trie s  who would expand th e i r  t ra d e  to UK follow ing th e  ta r i f f  
re d u c tio n s , B r i t is h  ad h e ren ce  to  th e  Community?
Y es No
L 16 9
M 25 , 8
S 47 37
If Y es, what do you expect the  e ffec t on your tra d e  in  the  UK m arke t 
would be?
(a) No change (b) S h if ts  in  Do not know
fav o u r of 
co m p etito rs
L 5 8 3
M 11 11 3
S 27 20 -
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If (b), how a r e  you m eeting the new com petition?
(a) C utting  (b) Im proved (c) Im proved O ther m ethods
P r ic e  P ro d u c t p roduction
m ethods
L 1 5 1 1
M 2 9 -  -
S — 11 9 —
Que s tio n  11
Do you in tend  to change y o u r m ethods of m arke ting  and d is tr ib u tio n  in  the  





Q uestion 1 2





If n o t, do you in ten d  to  apply to  yo u r p ro d u c ts
(a) M inor (b) M ajor (c) o r  would i t  be a  
change change com pletely  new
product"
L 1 1 1
M 3 1 1
S 6 3 3
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Quest ion 13
Do you in tend  to  in v e s t d ire c tly  by lo ca tin g  a  new p lan t in  any of the 





Q uestion  14
What econom ies of s c a le  have you ob ta ined  o r  do you expec t to  obtain
w ith the in c re a s e d  tra d e  in  the  ex tended  m ark e t?




N .B . The ran k in g  of th e  fo rm s of econom ies of sca le  w ill be 
exp lained  when d isc u ss in g  the  s ig n fican ce  of the 
a n sw e rs  of Q . 14.
Q uestion  1 5
What in  y o u r opin ion , does th e  ex tended  m arke t o ffer y o u r firm  in  te rm s
of g re a te r  e ffic iency?




N .B . The ran k in g  of th e  fo rm s of effic iency  w ill be exp lained  
when d iscu ss in g  the s ig n ifican ce  of th e  a n sw e rs  of Q. 1 5.
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Quest ion 1 6
Have you any comments on th e  b e n e f its /d isa d v a n ta g e s  of UK m em bership  
th a t have been  ev idenced  so f a r  a s  your firm  is  co n ce rn ed ?
The follow ing a r e  the  comments re c e iv e d  re g a rd in g  the la r g e ,  medium 
and sm all s iz e  f irm s .
L a rg e - s iz e  firm s  ' r e s p o n se s
'B eing  a  m u lti-n a tio n a l company w ith s i s t e r  com panies in  'o ld ' EEC  
c o u n tr ie s , m em bership  enab led  th e  c re a tio n  of a  m ore uniform  and m ore 
e ffic ien t b a se  fo r  tra d in g  w ith in  the  G roup , ( e .g .  Common la w s , re g u la tio n s )
' G re a te r  cu sto m er in te r e s t  and c u r io s ity , g e n e ra lly  im proved tra n s p o r t  
f a c i l i t ie s ,  m ore goodw ill, and a p o s itiv e  a ttitu d e  to w a rd s  B r it is h  
m a n u fa c tu re rs . '
' Not y e t. We a r e  p roducing  new veh ic le  d esig n s  to  su it new EEC  
D ire c tiv e s  of sa fe ty  and p e rfo rm an ce . T h ese  v e h ic le s  w ill not be 
a v a ilab le  fo r  m arke ting  un til beginning  of 1976. '
' B e tte r  g e n e ra l b u s in e ss  re la tio n s h ip . '
' B enefits  from  EE C  e n try  a r e  m arg inal and  c e r ta in ly  do not o ffe r  
m ajor ad v an ta g e s . The fa llin g  value of the pound p ro v id es  g re a te r  
com petitive a d v an ta g e s . '
'No r e a l  b en efits  o r  d isad v an tag es  evident so f a r .  On th e  o th er hand, in 
o u r p a r t ic u la r  line  of b u s in e s s , s a le s  to  EEC  c o u n tr ie s  co n stitu te  qu ite  a 
sm all p ro p o rtio n  of ou r to ta l ex p o rt ou tpu t. '
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'L i t t le  a p p a ren t change due to the fac t th a t the company w as a c tiv e ly  
w orking w ith in  EEC  m ark e ts  p r io r  to  UK e n try , '
'A  lo t of tim e w anted  in  commending d ra f t d ire c tiv e s  from  B r u s s e ls ,  '
' E s tab lishm en t of a  s a le s  o ffice  d is tr ib u tio n  point in G erm any h as  
p a s s e d  supply fa c i l i t ie s  of f a c to r ie s  in  UK, I ta ly , F ra n c e  and S p a in , 
Volume o rd e r s  a tta ch ed  from  p r ic e  co n sc io u s  o rig in a l equipm ent b u y ers  
h ith e rto  buying d o m estica lly , '
'N o m ajo r change -  we a r e  a lre a d y  exp lo iting  th e  E E C  m a rk e t, '
'A s  H eavy E n g in e e rs  the  ch ief benefit h as  come from  the  flo a tin g  of the 
pound, a s  m ost E u ro p ean  w ork  is  te n d e re d  to  th e  In te rn a tio n a l 
C o n tra c to rs  who supply whole p la n ts . O ur p r ic e s  a r e  now com petitive , 
w h e rea s  b e fo re  the  flo a tin g  of the pound we w ere  losing  out to 
con tinen tal E u ro p ean  s u p p lie r s ,  *
' L ow er ta r i f f s  a r e  c le a r ly  a  help  r a th e r  than  a h in d ran ce  but due to the 
n a tu re  of o u r b u s in e ss  and ex is tin g  o p p o rtu n itie s  in  E u ro p e , E E C  
m em bership  is  not e sp e c ia lly  c ru c ia l to o u r expansion  p la n s , '
'T h e  psychological advan tage  of e s ta b lish in g  a m anufacturing  o p e ra tio n  
in  F ra n c e  is  prov ing  v e ry  im p o rtan t, although a t  th is  s tag e  i t  i s  a  p lan  
r a th e r  than  a r e a l i ty .  We have p u rc h a se d  a sm all m odern fa c to ry  and 
w ill expand it  v e ry  su b s ta n tia lly . E v idence  of r e l ia b le  d e liv e r ie s  to 
cu sto m ers  on the C ontinent is  most im portan t in  view  of B r i t a in 's  poor 
re p u ta tio n  fo r  r e l ia b le  d e liv e ry  due to s t r ik e s ,  '
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’S in ce  we have m anufactured  and so ld  o u r p ro d u c ts  fo r  13 y e a r s  w ithin 
E E C , we long ago made the n e c e s sa ry  ad justm en ts  to p ro d u c ts  and 
m ark e t te c h n iq u e s . The re d u c tio n  in  ta r i f f s  i s  s lig h tly  to o u r ad v an tag e . ’
'A s a  m an u fac tu re r of heavy c ap ita l goods we have the  le a s t  to gain  
from  E E C  e n try . The q u estio n s  u n der 14 and 1 5 a r e  r e a l ly  only app licab le  
to  consum er o r  lig h t in d u s tr ie s .  O ur p roduct is  v e ry  much a  'o n e  o f f . '
'T h e  m arke t is  by no m eans a  p e rfe c t f re e  m ark e t o p e ra tio n  a s  
p ro tec tio n ism  s t i l l  e x is ts  on a la rg e  s c a le . T he UK is  p robab ly  
lo s in g  out s e v e re ly , a s  the  's i x '  have ex p erien ce  of p ro tec tin g  th e ir  
own m ark e ts  w h ils t ap p ea rin g  to  be ' f r e e '  ; th e  UK does not have th is  
e x p e r ie n c e . '
M edium -size firm s ' r e s p o n se s
'E E C  o ffe rs  a  w id e r m arket fo r  consum er and consum er d u ra b le s  bu t, 
a s  f a r  a s  c a p ita l p lan t is  co n ce rn e d , m em bership  h a s  not made a l l  tha t 
d iffe ren ce  in  the  s tru c tu re  o r s iz e  of av a ilab le  m ark e t, '
'W ith a l l  our UK m ark e ts  su ffe rin g  from  th e  r e c e s s io n ,  the a b ility  to 
s e ll  in  a  l a r g e r  m arket i s  in v a lu ab le . We a re  undoubtedly he lped  by the 
low le v e l of the  pound, b u t, even a t  a h ig h e r le v e l , we should  s t i l l  be 
ab le  to s e ll  ag a in s t the con tinen tal co m p etito rs . '
'T e c h n ic a l p ro d u c ts  such  a s  o u rs  a r e  not s ig n ifican tly  p r ic e  se n s itiv e  and 
only sm all s a le s  volume changes a r e  to  be ex p ec ted . '
' Only the  unusual ones about the o p p o rtu n itie s  of an e n la rg ed  m ark e t, 
and g re a te r  tu rn o v e r  of goods by low ering  ta r if f  b a r r i e r s ,  '
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’The ben efits  a r e  m ainly in  b reak in g  down n o n -ta r if f  b a r r i e r s .
O bviously ta r i f f  red u c tio n s  h e lp , but th e se  a r e  not the  m ost s ig n ifican t 
f a c to r .  It s t i l l  rem a in s  fo r  com panies to  p roduce  the p a r t ic u la r  v e rs io n  
of a  p ro d u c t to  su it a  p a r t ic u la r  m a rk e t. ’
’A sig n ifican t re d u c tio n  in th e  e a r l i e r  a tti tu d e s  to w ard s  seg reg a tin g  
’H om e’ and ’E x p o r t ' cu sto m ers  and r e a l  p ro g re s s  to w a rd s  equal 
im portance  be ing  a tta ch ed  to the  m arket a s  a  w ho le . '
'N o fac tu a l ev idence  so f a r .  '
'N o ap p a ren t d isad v a n ta g es , but l i t t le  d is c e rn ib le  benefits*  '
'UK m em bership  h a s  b rought no d isad v an tag es  b u t, a s  f a r  a s  we a r e  
c o n ce rn ed , we ex p ec t l i t t le  advan tage  a s  we w ere  p rev io u s ly  o p e ra tin g  
ex ten s iv e ly  in  th e  EE C  and the  re s u l t in g  re d u c tio n s  in  ta r i f f s  a r e  not 
s ig n ific a n t, '
'N o s ig n ifican t c h an g e s , '
'9 5 ^  of our p ro d u c t is  so ld  to  c o u n trie s  o th e r than  E u ro p e , T h e  EEC 
does not re a l ly  a ffe c t us in  any im m ediate o r  obvious w ay, '
'We a r e  p ro d u c e rs  of raw  m a te r ia l. We have not had , in  the  p a s t ,  any 
ta r i f f s  a g a in s t u s  and h av e , th e re fo re , a  su b s ta n tia l E u ro p ean  t r a d e .  
Jo in in g  the E E C  gave us no d ire c t  b en e fit, a s  f a r  a s  in c re a s e d  tra d e  w as 
co n ce rn ed , a lthough  by being  in the  E E C , we can o p e ra te  on equal te rm s . 
In p a r t ic u la r ,  w ith the  eas in g  of the  exchange c o n tro ls  we have been 
ab le  to  buy o u rs e lv e s  into E u ro p ean  m a rk e ts , and we th e re fo re  bought 
F re n c h  and G erm an c lay  m ines. We a r e  now an in te g ra te d  p ro d u c e r  of
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E u ro p ean  c la y s , w hich g ives us a  grow ing ad v an tag e . We 
w h o leh ea rted ly  su p p o rt being  in  the Common M arket. '
'L o w e r im port ta r i f f s  have m ade, and  w ill continue to m ake, o u r 
p ro d u c t m ore com petitive  in  EE C  m a rk e ts , and  we a r e  now ob ta in ing  
s ig n ifican t in c re a s e s  in  s a le s .  '
'We a r e  m a n u fa c tu re rs  of sp e c ia liz e d  d , c ,  and  a . c .  m oto rs and  m otor 
g e n e r a to r s ,  and  th e  g re a t m ajo rity  of o u r  tra d e  is  w ith the  e le c tr ic  
v eh ic le  m a n u fa c tu re rs  and p lan t m a n u fa c tu re rs . O ur tra d e  w ith  the 
E E C  is  th e r e f o r e ,  in  the  m ain, c a r r ie d  out in d ire c tly  th rough  them . '
'E x p o r t  to  o u r new  'h o m e ' m arke t now f a r  m ore com plicated  -  m assive  
p a p e r  w o r k . '
' O ur m ore p ro f ita b le  and  tra d itio n a lly  loya l m ark e ts  th ink we have 
b e tra y ed  them . We a re  fo r tu n a te ly  not caught up in  th e  ' g e n e ra l 
e u p h o r ia ' th a t th e  EE C  is  the  a n sw e r to a l l  th e  p ro b lem s. N a tio n a lis tic  
r e s t r i c t iv e  tr a d e  b a r r i e r s /p r a c t i c e s  in  the  food b u s in e ss  s t i l l  e x is t in  
the  E E C , w ith the UK not putting  up a firm  enough fight a t governm ental 
l e v e l . '
'T h e  low exchange r a te  of s te r l in g  h a s , w e b e lie v e , b rought in  b u s in e ss  
to  o th e r UK com pan ies, c re a tin g  a demand on o u r  s u p p lie rs , re s u l t in g  in  
v e ry  ex tended  d e liv e r ie s ,  e sp e c ia lly  in  ca s tin g  and s te e l p ro d u c ts . It 
w ould a p p e a r  a t  p re s e n t th a t , g e n e ra lly , in  sp ec ia l a r e a s ,  B r it is h  
in d u s try  is  unab le  to cope w ith dem and. G re a te r  investm ent in  p lan t is  
th e  only p ro b ab le  so lu tio n , '
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'O u r  re la tio n s h ip  w ith  an  ex is tin g  in te rn a tio n a l g roup g re a tly  h e lp s .
By jo in in g  the  'C l u b ' , and ac tiv e ly  show ing we have the  in ten t to 
p roduce  th e  r ig h t  p ro d u c ts , cu sto m ers  a r e  s ta r t in g  to  be liev e  th a t the 
UK m ight a c tu a lly  m ean b u s in e ss  a t l a s t .  '
' G en era lly  h ig h e r  p r ic e  le v e ls  in  E u ro p e , e x p o rts  m ore p ro fitab le  
than  UK s a le s .  B roaden ing  th e  co m p an y 's  m arketing  base# '
' B a r r i e r s  s t i l l  e x is t ,  but th e se  a r e  r e a l ly  ju s t  chauv in ism . A lthough 
e a s ie r  to  e x p o rt o u r own home m ark e t is  le s s  p ro te c te d . It is  
n e c e s s a ry  to  im prove one ' s s e rv ic e  and  keep  the  home cu sto m ers  happy, '
'T o  da te  th e  flo a tin g  of the  £ has  been  r a th e r  m ore im portan t to u s  than 
th e  E E C  m em bersh ip , E E C  may fo rc e  u s  to sp e c ia lis e  r a th e r  m ore than  
we would p re v io u s ly  have w ished , '
S m a ll-s iz e  f irm s  ' r e s p o n se s
'I t  w ill be a  v e ry  long tim e b e fo re  tr a d e  w ith  the EEC  is  'a s  e a sy  a s  
s e ll in g  p ro d u c ts  in  W ales ' ,
' The M arket m em bersh ip  is  b en e fic ia l to  u s ,  in  th a t we a r e  now re a d ily  
accep ted  in  E u ro p e  a s  a  re l ia b le  so u rc e  of supp ly . The d ev alu a tio n  of 
s te r l in g  re s u l t in g  from  the flo a tin g  r a t e ,  h a s  helped  o u r t r a d e ,  w hich 
we be lieve  w ould have  been fav o u rab le  even  w ith a fix ed  r a t e ,  '
'O u r  p ro d u c t n eed s  co n s id e ra b le  ap p lica tio n  tim e , th e re fo re ,  a s  ye t 
we cannot d is tin g u ish  a c c u ra te ly  enough any t r e n d , '
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’B enefits  v e ry  lim ited . T ech n ica lly  advanced  com petition e x is ts  in  most 
EE C  c o u n tr ie s . N e v e rth e le s s  b en efits  to  o u r co m p etito rs  a r e  not v e ry  
g re a t even now , owing to  some ex ten t to the  floa ting  of th e  £ s te r l in g ,  ’
’G radually  r is in g  of b a s ic  commodity p r ic e s  in  UK to EE C  le v e ls ,  ’
’We have not been  a ffe c ted  by e n try  in to  the EEC  a s  we do s t i l l  not 
com pete w ith the  m a n u fa c tu re rs  in  the ind iv idua l c o u n tr ie s . O ur s a le s  
a r e  a lre a d y  tak ing  our fu ll p roduction  and w e a r e  not p re p a re d  to s e ll  a t 
re d u c ed  p r ic e s ,  ’
’We have com m enced s e ll in g  in  H olland and Germ any w h e re  we could not 
s e ll  befo re  jo in ing  th e  E E C , ’
’In su ffic ien t e x p e r ie n c e . ’
’ O ur p ro d u c ts  a r e  m ainly u sed  a s  p a r t  of a  l a r g e r  fin ish ed  a r t i c l e .
While we know tha t o u r cu sto m ers  im port a  co n s id e ra b le  am ount of goods 
in  w hich our p roduct is  u se d , we have no m eans of te llin g  w hat e ffec t the  
in tro d u c tio n  of the m ark e t h as  had  on them . We can  only say  th a t fo r  th e  
p a s t y e a r  we have had  a  v e ry  fu ll o rd e r  book, and if we had had  the  
lab o u r and  p roduction  c a p a c ity , w e would have had a  g re a t many m ore 
o r d e r s , ’
’ O ur main p roduct i s  e le c tr ic a l  tra n s fo rm e rs  w hich a r e  heavy fo r th e ir  
s iz e  com pared w ith  m ost e le c tr ic a l  a p p a ra tu s . The c o s t of t r a n s p o r t  
m akes them uncom petitive w ith th o se  lo ca lly  m ade, ’
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’N one, O ur b u s in e ss  is  e le c tr ic  tra n s fo rm e rs  m an u factu re , so ld  to 
B r it is h  com panies to  in c o rp o ra te  in  th e i r  own equipm ents. No doubt some 
of th e se  go to  th e  E E C , but how many is  not know n. ’
’R educed  im port duty p e rm its  u s  to  get o rd e r s  now w hich we could  not 
get b e fo re  from  o u r cu sto m ers  in  E u ro p e . A lso  we can  im port to  N orth 
and S ou th  A m erica  m ore goods w ith E u ro p ean  p a r ts  a s  we pay le s s  duty on 
o u r im p o rts . ’
’ Not much in  th e  s h o r t- te rm . The m arke t w ill ben efit the la r g e r  
com pan ies, a s  th is  i s  the age  of in te rn a tio n a l o rg a n is a tio n s . ’
’ O ur tu rn o v e r  i s  e sc a la tin g  ra p id ly  a s  a  r e s u l t  of in c re a s e d  s a le s  in  
F r a n c e ,  G erm any and H olland in  p a r t ic u la r .  A dd itiona lly , we have 
se c u re d  su b s ta n tia l b en efits  by c ro s s  lic e n s in g  the  s im p le r d esig n s  so 
th a t o u rs  a r e  made in  G erm any, and we make th e i r s  h e r e .  At p re s e n t ,  
m aking p ro f its  h a s  becom e e a s ie r ,  and w e a r e  p e tr if ie d  of the r i s k  that 
B rita in  w ill be e x p e lled . ’
’As a com pany we have been ex p o rt o r ie n ta te d  fo r  many y e a r s ,  e n try  
in to  EEC  and th e  a s s o c ia te d  ta r i f f  cu ts  obviously  h e lps us be m ore 
com petitive . We should  like  to  se e  the  E E C  ru n  on a  f r e e  tra d e  b a s is  
w ith f a r  le s s  em p h asis  on the  p o litic a l unity  and policy  sh a r in g  p r in c ip le s ,  ’
’ B en efic ia l up to  now , ’
’The d isad v an tag es  a r e  n eg lig ib le . The adv an tag es  a r e  m arg in a l, e .g .  
s lig h tly  lo w er p r ic e s  fo r  the item s p u rc h a se d  from  G erm any b ecau se  of 
sp ec ia l e x p e r te  se  th e r e .  When the  ta r i f f s  a r e  re d u c e d  to  z e r o ,  w e expect 
le s s  p a p e r-w o rk  and  de lay s  in  C ustom s fo rm a litie s  fo r  ex p o rts  to EEC  
c o u n tr ie s , ’
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'A s  a r e s u l t  of exh ib iting  a t th e  F ra n k fu r t  F a i r  fo r  the  p a s t e leven  
y e a r s ,  w e c o n s id e r  th a t EEC  c o u n trie s  a r e  now co n sid e rin g  UK p ianos 
m ore s e r io u s ly , But th is  is  p robab ly  due to  an  u p r is e  in  w orld  demand 
fo r  p ia n o s . ’
'B e n e f its  w ill o c cu r o v e r  a  much lo n g e r p e r io d . No effec t fe lt up to 
the  p re s e n t .  '
'We m anufactu re  a  v e ry  s p e c ia lis e d  p ro d u c t w hich h as  a lim ited  m ark e t, 
a  m ark e t w hich we can  only supply and not m an ipu la te . What we have found 
is  the sp eed  a t w hich goods and  raw  m a te r ia ls  a r e  av a ilab le  from  E E C  
c o u n tr ie s  although  they  a r e  m ore ex p en s iv e . '
'We e x p o rted  8 5 ^  of ou r output b e fo re  e n try  to E E C  and  we a lre a d y  had 
s a le s  b ra n c h e s  and ag en c ie s  e s ta b lish e d  in  W. E u ro p e . We have 
n o ticed  l i t t le  o r  no advan tage  -  in  any re s p e c t  -  from  e n try  to E E C . '
'We b e liev e  th e re  h a s  been a  m arg ina l benefit on ly , in  ou r c a s e , 
re s u lt in g  from  ta r i f f  re d u c tio n s  and g e n e ra lly  c lo s e r  t ie s  betw een our 
coun try  and  o th e rs  in  the E E C . O ur p ro d u c t is  v ir tu a lly  w ithout 
co m p etito rs  an d , th e re fo re ,  it is  not 'p r ic e  se n s itiv e  ' .  '
'We have so f a r  in c re a s e d  t r a d e ,  o r  a re  about to in c re a s e  tr a d e  w ith 
G erm any (W est), D enm ark, B elgium , F ra n c e  and  L uxem burg . T rad e  
w ith U SA , S ou th  A frica  and C anada is  co m parative ly  s ta t ic ,  but is  
expec ted  to  in c r e a s e ,  tra d e  w ith New Z ea lan d  h as  d e c re a s e d . We 
cannot a s  y e t make an  im pact on the A u s tra lia n  m a rk e t. '
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'In  sh o rt te rm  we benefit from  the m em bersh ip , but not to th e  ex ten t th a t 
we o rig in a lly  a n tic ip a te d . In the  long te rm , and a f te r  th e  f r e e  movement 
of c ap ita l is  e s ta b lish e d , we sh a ll have to  re th in k  se r io u s ly  the policy 
and p ro je c ts  of o u r com pany, and th e re  a r e  som e doubts w h e th er we shall 
e v e r  be ab le  to  make the b e s t of the  m em bersh ip , u n le ss  the  G overnm ent 
h e lp s  w ith some s o r t  of fin an c ia l a s s is ta n c e  o r  gains a lte rn a tiv e  te rm s . '
'T h e re  a r e  no r e a l  tang ib le  b en efits  a s  y e t v is ib le . A s an ex p o rtin g  
company (80% of o u r p roduction) and s u re ly , a s  an ex p o rtin g  
nation a ls o ,  we have to adap t to each  ind iv idual m arket re q u ire m e n ts  
p u re ly  on i t s  m e r i ts .  '
'I  th ink we jo in ed  the Common M arket ten  y e a r s  too la te  to  get any  re a l  
b en efits  eco nom ica lly , and  m em bership  now is  prov ing  trem endously  
a d v e rse  to  o u r na tio n a l ba lance  of paym ents s itu a tio n . H aving sa id  th a t,
I be liev e  we should  s tay  in , but th e re  is  a  m ajo r and p re s s in g  c a se  fo r  a 
new look a t  the  te rm s  of m em bersh ip . '
'We ex p o rt o v e r 90% of o u r p ro d u c ts  to 53 c o u n trie s  and have been  doing 
w ell in  the E E C  fo r  some y e a r s .  T h e re fo re , d ir e c t  e ffec t on o u r company 
is  m inim al. H o w ev er, in  g e n e ra l te rm s  m em bership  of UK is  seen  a s  
ad v an tag eo u s. '
'I  can only se e  good coming from  th e  e n la rg e d  m arke t and I am venyglad 
to say  tha t my company is  doing ev ery th in g  they  can to  take  advan tage  of 
th is  ex tended  m a rk e t. '
'We have the opportun ity  of gp 'eatest s a le s  but a r e  he ld  back by the 
sh o rtag e  of la b o u r , making long d e liv e ry  d a te s ,  '
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’G re a te s t in te r e s t  in  ou r p ro d u c ts  w ith in  E E C . ’
’E v idence  to date  in d ic a te s  th a t the  long te rm  ad van tages of e n try  into 
the E E C , a s  f a r  a s  th is  firm  is  c o n ce rn ed , a r e  c o n s id e ra b le , ’
'UK firm s a r e  happy to c o n s id e r  F ren c h  and  Germ an equ ipm ent. The 
r e v e r s e  is  not a lw ays the c a s e , even though w e a re  often o ffe rin g  a b e tte r  
d e a l , ’
’Too d ifficu lt to d iffe re n tia te  in  th e  confused  s itu a tio n  of in te rn a tio n a l 
econom ics and p o litic s  w ith re la t iv e  money v a lu e s  chang ing . Without 
being  ab le  to  be fa c tu a l, the adv an tag es  seem  slig h tly  g re a te r  th an  the 
d isad v a n ta g es , ’
’ S ig n ifican t in c re a s e  in  e n q u ir ie s  has been  in  ev idence  s in ce  the  en try  
in to  EE C  and the  floa ting  pound, showing th a t we a re  becom ing m ore 
com petitive in  E u ro p e . ’
’The re d u c ed  ta r i f f s  in th e  o rig in a l s ix  E E C  c o u n tr ie s , obviously  has 
ben efits  fo r  u s , but th is  is  p a r tia lly  o ffse t by in c re a s e d  com petitions a t 
hom e. A s f a r  a s  the old E F T  A c o u n trie s  a r e  c o n ce rn ed , th e re  w ill be 
l i t t le  change , ’
'A d isad v an tag e  is  th a t ex p o rt p ap e r w ork h as been  co n sid e ra b ly  in c re a s e d  
s in ce  o u r jo in ing  the  E E C , ’
'R is in g  p r ic e  of raw  m a te r ia l, '
'E E C  c o u n trie s  a re  m ore in c lin ed  to p u rc h a se  B r i t i s h  goods s in ce  
m em bersh ip . ’
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'We a re  one of th re e  com panies supply h a rd w are  to  the c o n ta in e r 
in d u s try . The e n try  in to  th e  Common M arket by UK does not a ffec t o u r 
m a rk e ts . 80% of o u r b u s in e s s is  ex p o rt and  w ill rem a in  so . '
'A s  w ill be se e n , th e re  h a s  been  no ap p a ren t b en efits  o r  d isad v an tag es  
so f a r ,  but we a re  o p tim is tic . '
'T h e re  is  no ev idence  of any d ire c t  e ffec t so f a r .  We may have b en efited  
in d ire c tly  by in c re a s in g  our s a le s  to  cu sto m ers  who th em selv es  have 
ex p o rted  m ore to E E C . '
'W ith such high tax a tio n  on such  low p ro f it ,  funds a r e  not av a ilab le  in  
UK com panies to c o v e r the  co st of m ounting a  tho rough  E E C  m arke ting  
e x e rc is e  o r  in  b rin g in g  equipm ent up to  d a te . As the  opposite  a p p lie s  in  
E u ro p e  th e re  is  a  r e a l  d an g er th a t we sh a ll su ffe r  nothing but 
d isad v a n ta g es , e sp e c ia lly  noting  the  n a tio n a lis t ic  ap p ro ach  to  buying 
ex p e rien ced  by UK com panies on th e  C on tinen t. '
'B y  f a r  the  bulk of o u r b u s in e ss  i s  w ith in  th e  U nited Kingdom, and we 
a r e  th e re fo re  not qu a lified  to comment on the  ad v an tag es  o r  the 
d isad v an tag es  of o u r m em bership  in  the  E E C . '
S ta t is t ic a l  A n alysis :
Applying the  ' te t r a c h o r ic  c o r re la t io n  ' s ta t is t ic a l  method to get the 
co effic ien t betw een Q uestion  6 and  Q uestion 7 , th e  follow ing a r e  the  
r e s u l t s  obtained  fo r  th e  com puted ^  :
(*) S ee  A ppendix I fo r the ta b le s  u sed  and  the computing of ' 7^ .
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L a rg e -s iz e  m an u fac tu re rs : .93
M edium -size m an u fac tu re rs : ,93
S m a ll-s iz e  m an u fac tu re rs : .65
The e n tire  population: .78
A n a ly sis  of the re s p o n se s
(1 ) 55% of the  m anufactu res ex p ec ted  a  fav o u rab le  e ffec t on th e i r
tr a d e  due to  the EE C  m em bersh ip , 27% of the  l a r g e - s iz e  firm s  thought 
in  th e  sam e lin e . The p e rc en ta g e  re g a rd in g  th e  medium and  sm all s iz e  
firm s a r e  56% and  52% re s p e c tiv e ly .
(2) 97% of the  re sp o n d en ts  ’ p ro d u c ts  c a r r ie d  fu ll im port duty in  th e  
o rig in a l s ix  EE C  c o u n tr ie s , p r io r  to  B r i t a in 's  e n try . T h is  r e p re s e n ts  
81%, 82% and 75% of the la rg e ,  medium and sm all s iz e  firm s re s p e c tiv e ly .
(3) In c re a se d  tra d e  b ecau se  of the  ta r i f f s  re d u c tio n  w as expec ted  by 
71% of the re sp o n d e n ts . T h is  r e p r e s e n ts  81% of the la r g e - s iz e  f irm s , 
82% of the m edium -size firm s and 64% of the s m a ll-s iz e  f irm s .
(4) T hose who tra d e d  w ith one o r  m ore of the  E E C  c o u n tr ie s  b e fo re  
the e n try  co n stitu te  20% of the r e s p o n d e n ts ,  57% of the l a r g e - s iz e  ,
35% of the m edium -size  and 4% of the  sm a ll-s iz e  m a n u fa c tu re rs .
Of th e se  32% would expect the volume of th e i r  t r a d e  to  be unaffected  by 
the  UK en try  into the Community.
T he p e rc en ta g e s  a r e  26% in th e  la r g e - s iz e ,  35% in  the  m edium -size  and 
32% in the sm a ll-s iz e  f irm s .
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(5) A s f a r  a s  com petition is  concerned :
(i) 60% of th e  m an u fac tu re rs  expect in c re a s e d  com petition 
in  UK from  firm s  in  th e  EE C  c o u n trie s  who would expand th e ir
tra d e  to  the  UK follow ing the ta r i f f  red u c tio n  and  B r i ta in ’ s a d h e ren c e  to 
the Com m unity, (Of th o se  62% la r g e - s iz e  f irm s , 74% m edium -size  firm s  
and 54% s m a ll-s iz e  f i r m s ,)
(ii) 49% of a ll  firm s expec t no change in  the  volume of th e ir  
t ra d e  in  the  UK b ecau se  of the  above com petition . (31%, 44% and  57% 
la rg e ,  medium and sm all s iz e  firm s re s p e c t iv e ly .)
(iii)  H ow ever, 44% ex p ec t the e ffec t of th is  com petition  would
be a  sh ift in  fa v o u r of c o m p e tito rs . (50% la r g e - s iz e  f irm s , 44% m edium - 
s iz e  f irm s , an d  43% sm a ll-s iz e  f i r m s .)
(iv) P o lic ie s  p lanned to  m eet the  new com petition  w e re  cu tting  
p r ic e s ,  im proved  p ro d u c ts , and  im proved p roduction  m ethods.
(6) 38% of the m an u fac tu re rs  in tend  to change th e ir  m ethods of m arketing  
and d is tr ib u tio n  in  the  ex tended m arke t and 44% w ill s tick  to th e i r s
(38%, 56% and  31% la rg e ,  medium and sm all s iz e  firm s  th a t w ill change 
re s p e c tiv e ly , and 65%, 38% and 40% would n o t. )
(7) Most of the  m an u fac tu re rs  (83%) expect to  be ab le  to  s e ll  the same 
kind of p ro d u c t in  the  ex tended m a rk e t. The r e s t  in ten d  to apply  
e i th e r  m ajo r o r  m inor changes to  th e i r  p ro d u c ts . 3% of the re sp o n d en ts  
w ill p roduce  a  com pletely  new p ro d u c t th a t re sem b le  th o se  of the  
co m petito rs  in  th e  ex tended m a rk e t.
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(8) 16% of the  firm s in tend  to  ex p lo re  the new m arke t by in v estin g
d ire c tly  in  a  new plan t in  one o r  m ore of the  EE C  c o u n tr ie s ,
(9) 55% of the m an u fac tu re rs  expect to  ob tain  econom ies of s c a le
w ith the  in c re a s e d  tra d e  in  th e  ex tended  m a rk e t, (34%, 60%, 61%, 
la rg e ,  medium and sm a ll-s iz e  firm s r e s p e c t iv e ly .)
(10) 54% of the  m an u fac tu re rs  expect th e  ex tended  m ark e t to  o ffe r  them
g re a te r  e ffic ien cy . (53%, 65% and 51% la r g e ,  medium and s m a ll-s iz e  
firm s re s p e c tiv e ly .)
Sum m ary of the  find ings
(a) R eg ard in g  la r g e - s iz e  firm s
(1 ) Most of the sam ple w hich re sp o n d ed  to  the  q u e s tio n a ire  expec t 
an  in c re a s e  of th e ir  s a le s  volum e a f te r  B r i ta in ’s e n try  in to  the  E E C .
(2) A sm all p ro p o rtio n  f e a r s  sh if ts  in  favour of th e ir  co m p etito rs  in  
the UK m ark e t,
(3) Sm all num bers in tend  to  in v e s t d ire c tly  in  one o r  m ore of the  
EE C  c o u n tr ie s .
(4) More than  half of the re sp o n d en ts  expec t th a t the  ex tended  m arke t 
w ill o ffer them g re a te r  e ffic ien cy .
(5) R egarding  econom ies of s c a le , a  re a so n a b le  num ber expect to 
obtain  one s o r t  o r an o th e r of i ts  ad v an ta g e s .
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(6) F o r  the  m u lti-n a tio n al com panies w ith a ff ilia te d  com panies in 
'o ld ' EEC  c o u n tr ie s , m em bership  would enab le  them to c re a te  a  m ore 
uniform  and harm onious b a se  fo r  tra d in g  w ith in  the  g ro u p . O th e rs  
expected  b e tte r  re la tio n s h ip ,
(7) Some do not see  any r e a l  b en e fits  o r  d isad v an tag es  so f a r  a s  
th e ir  s a le s  to  the  o th e r E E C  c o u n tr ie s  c o n s titu te  qu ite  a sm all 
p ro p o rtio n  of th e ir  to ta l ex p o rted  ou tpu t,
(8) The 'c o r r e l a t io n ' betw een  the  re s p o n s e s  in  Q6 and in  Q7 w ere  
high and p o sitiv e  ; th a t im plies a  fav o u rab le  e ffe c t on the  tra d e  of those  
th a t tra d e d  in  the EE C  m arket b e fo re  the  e n try .
(b) R egard ing  th e  m ed ium -size  f irm s :
(1 ) Most of the sam ple re sp o n d ed  to  the  q u e s tio n n a ire  expect an in c re a s e  
in  th e ir  s a le s  volum e,
(2) The sam e re sp o n d en ts  expec t in c re a s e d  com petition in  UK from  
firm s in the E E C  c o u n tr ie s ,
(3) Some in ten d  to  in v e s t d ire c tly  in  one o r  m ore of the  E E C  c o u n tr ie s ,
(4) A m ajo rity  of the re sp o n d e n ts  expect to  ob ta in  econom ies of sca le  
due to  the in c re a s e d  tra d e  w ith  th e  EE C  c o u n tr ie s ,
(5) The m ajo rity  expect g r e a te r  e ffic iency  b ecau se  of the in c re a s in g  
of s a le s  in the  ex tended m ark e t.
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(6) The re sp o n d en ts  who find  it  b e n e f ic ia l, expec t in c re a s e  of tra d e  
b ecau se  of ta r i f f  red u c tio n .
(7) Some see  no fac tu a l ev idence  of a d v a n ta g e s , o r of any s ig n ifican t 
changes y e t .
(8) T hose  who a r e  a lre a d y  trad in g  in th e  EE C  see  w ould-be ben efits  
from  o p e ra tin g  on equal te rm s .
(9) M an u fac tu re rs  vho have a  g re a t p ro p o rtio n  of th e ir  t r a d e  in  ex po rt 
do not th ink jo in in g  the  EE C  would a ffec t th e ir  t r a d e .
(10) Some se e  th a t the  floa ting  of the pound h a s  been  r a th e r  m ore 
im portan t to  them  than the  E E C .
(11 ) The re la t io n  betw een the  e n try  and  the  ex p ec ta tio n  of fav o u rab le  
tra d e  is  h ighly  c o r re la te d .
(c) R eg a rd in g  the sm a ll-s iz e  firm s
(1) The m ajo rity  of the re sp o n d en ts  ex pec t an in c re a s e  in  th e i r  s a le s  
volume due to  the  ta r if f  re d u c tio n ,
(2) C o n sid e rab le  num bers expec t th a t com petition  in  the UK m arke t w ill 
in c re a s e ,
(3) Most of the  re sp o n d en ts  would be ab le  to  s e ll  th e  sam e k ind  of 
p roduct w ithout any m odification , in  the  ex tended  m ark e t.
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(4) A sm all p ro p o rtio n  in ten d  to in v est d ire c tly  in  the  new  m ark e t by 
lo ca tin g  a new p lant in  any of the  EEC  c o u n tr ie s ,
(5) G re a te r  effic iency  and  econom ies of s c a le  a r e  expec ted  due to  
the  expected  tr a d e  in c re a s e ,
(6) Lack of capac ity  and r e s o u r c e s  to  m eet the  demand in  th e  ex tended  
m arket a r e  o b s tac le s  to  t r a d e ,
(7 ) Some fe a r  th a t the e n la rg ed  m arke t w ill benefit only the la rg e r  
com panies,
(8) E xpected  speed  of d e l iv e r ie s  of raw  m a te r ia ls  from  th e  r e s t  of 
the  E E C  c o u n tr ie s , a f te r  e n try , would help  a m ore co n tro lled  flow of 
p ro d u c tio n , so i t  would fa c ilita te  m eeting d e liv e r ie s  in  tim e.
As the above a re  only a  b r ie f  of fin d in g s, m entioned a s  in te rp re ta tio n s  
to  the  a n a ly s is  of r e s p o n s e s ,  in  C h ap ter VIII we w ill p re s e n t a 
com prehensive  r e s u l ts  and co nclusions of the  a n a ly s is  of the  
q u e s tio n n a ire .
CHAPTER V
THE CASE ST U D IE S: PA RT ONE
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In 1 9 7 4 , a  random  sam ple w as tak en  of B ritish  b a sed  m anufacturing  
in d u s tr ie s ,  a s  in d ica ted  in  C hap ter IV , The p rim ary  c o n sid e ra tio n  in  
choosing th e  sam ple w as th a t i t  should  con tain  la rg e ,  medium and sm all 
f irm s . It could then  take  in to  account the  fa c to rs  w hich govern  the  s tru c tu re  
of each ca teg o ry  w hich would in fluence  a ttitu d e s  and p lan s  to w ard s  
p e n e tra tio n  of the EEC m arket a f te r  B r i ta in 's  a c c e s s io n .
The re sp o n se  and the r e s u l t s  of the  e lem en ta ry  su rv ey  a r e  co v e red  in  
C h ap ter IV ,
In 1976 , the study t r ie d  to  a s s e s s  th e  e ffec t of jo in ing  the E E C  on a sam ple 
of B r it is h  m anufacturing  f irm s , and  w henever p o ssib le  to  a s s e s s  what 
a c tu a lly  happened  to  th e  ex p ec ta tio n s  w hich th e  e a r l i e r  q u e s tio n n a ire  
had re v e a le d .
T h is  i s  the  su b jec t m a tte r  of th is  c h ap te r  and C h ap ter V I, the  a n a ly s is  -  in 
both c h a p te rs  -  is  d iv ided into the  follow ing s e c tio n s .
F i r s t ; A pproaches to the  Choice of the  C ase S tu d ies
S econd : D ata C o llection  -  C ase  S tu d ies
T h ird : P re se n ta tio n  of the C ase  S tu d ies
F o u r th ; F a c to r  A n a ly sis
F if th ; A n a lay sis  of the  C ase S tu d ie s ,
F i r s t ; A ppro ach es  to the  C hoice of the  C ase  S tu d ies
(a ) The im m ediate ap p ro ach  would be to c o n s id e r  a s  c ase  s tu d ie s  some 
m anufacturing  firm s who re sp o n d ed  to the p re lim in a ry  q u e s tio n n a ire  so 
th a t a  d ire c t  com parison  can be made betw een th e ir  ex p ec ta tio n s  in 1 974 
and what had m a te ria liz e d  in  1976, and exp lain  the d ev ia tio n s , if any .
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(B) The second  w as to ap p ro ach  some of the m anufacturing  f irm s  th a t 
have been aw ard ed  the  'Q u e e n ’ s A w ard to  In d u s try ' , fo r  th e ir  
ach ievem ents in  e x p o rt. S uch  firm s had ach iev ed  a  notew orthy  
p erfo rm ance  in  ex p o rtin g  and  might have tak en  the opportun ity  o ffe red  to 
them by the ex ten sio n  of the  UK m arket to inc lude  the  E E C , o r  to  in c re a s e  
tra d e  if they  had a lre a d y  tra d e d  th e re  b e fo re  the  e n try . T h e ir  
e x p e rien c e s  and p e rfo rm an ce  would be w orth  in v e s tig a tio n ,
(C) The th ird  ap p ro ach  would be to an a ly se  th e  UK O v e rse a s  T rad e
S ta t is t ic s  to  decide  w hich sec tio n  and  w hich d iv ision  in  a  p a r t ic u la r
sec tio n , h a s  shown an in c re a s e  in  the t r a d e  w ith  the EE C  in the  y e a r s
1973-1975, T hen from  th e s e ,  we choose a s  c ase  s tu d ie s  some firm s which
tra d e  in  goods w hich fa ll in  th o se  sec tio n s  m entioned ab o v e . T hose  firm s
(* )
would be re p re s e n ta t iv e  c a se  s tu d ie s .
It is  a p p ro p ria te  to m ention that the  sec tio n s  c o n s id e re d  5 to 8 , c la s s if ie d  
acco rd in g  to  S ta n d a rd  In te rn a tio n a l T ra d e  C la ss if ic a tio n s  (S IT C ), they 
re p re s e n t  m anufacturing  in d u s tr ie s .  S ec tio n s  1 to 4 have been ex c lu d ed , 
a s  they r e p r e s e n t  m ainly the  a g r ic u ltu re  s e c to r ,  which is  ou tside  the 
scope of o u r s tu d y .
Given the above a p p ro a c h e s , and tak ing  in to  account the  w illin g ie ss  of 
ex ecu tiv es  of many B ritish  m anufacturing  in d u s tr ie s  to c o o p e ra te , the 
a c tu a l sam ple re p o r te d  in th is  study is  a  com prom ise betw een the  th re e  
a p p ro ach es  m entioned.
T aking  th e  f i r s t  a p p ro a ch , m anufactu ring  in d u s tr ie s  which re sp o n d ed  
to the p ilo t q u e s tio n n a ire , the com panies th a t have been c o n s id e re d  a re :
(*) A ppendixII in d ic a te s  the  sec tio n s  c o n s id e re d  and the  tra d e  f ig u re s
of the  r e la te d  d iv is io n s .
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1. D .R .G . F lex ib le  P ack ag in g , B ris to l
2 . M ars C onfectionery  D iv ision  of M ars Ltd# , S lough ,
3. C om pair In d u s tr ia l L t d . , H igh Wycombe, B ucks.
4 . S .K .F ,  (UK) L td . , L uton , B ed s .
5. Jam es C la rk  and E a ton  L t d , , B ra c k n e ll, B e rk s .
6 . F e ro d o  L td . , S to c k p o rt, C h e sh ire .
7 . R o lls -R o y ce  (1971 ) L t d . , F il to n , B r is to l ,
8c In te rn a tio n a l R e c t i f ie r s ,  O xted , S u r re y .
9 . F odens L td . ,  S and b ach , C h e s h ire ,
10. P a so ld s  L td . ,  L an g ley , B e rk s ,
11. Welton Bag C o. L t d . , M idsom er N orton , B ath .
12. R edcliffe  In k s , Y a te , B r is to l .
In re g a rd  to  th e  second  a p p ro a c h , the m anufacturing  in d u s tr ie s  aw ard ed  
the  Q u e e n 's  A w ard  to  In d u stry  fo r  th e ir  ach ievem en ts  in  e x p o rt, the  
follow ing a r e  com panies th a t o ffe red  m a te r ia ls  to th e  c a se  s tu d ie s :
1 , The A sso c ia ted  O ctel Com pany, London
2 , G ala C osm etic In te rn a tio n a l L t d , , S u rb ito n , S u r r e y ,
3 , D exion-Com ino In te rn a tio n a l L td , , London,
4 . F e ro d o  L td , , C h a p e l- e n - le -F r i th , S to c k p o rt, C h e s h ire ,
5 . CAM U e a rs  L td . , H itch en , H e r ts .
6 . M ars C onfectionery  D ivision  of M ars L t d , , S lo u g h ,
(•)f )
Most of the c a se  s tu d ie s , allow  fo r  th e  th ir d  ap p ro a ch , tra d in g  in 
goods which fa ll in  one d iv is io n  o r  an o th er of the  UK o v e rs e a s  t r a d e ,  
th a t showed an in c re a s e  in  fo re ig n  tra d e  in  th e  y e a r s  1973-1975.
(*) In A ppendix 4 is  a com plete l i s t  of the B r it is h  b a sed  m anufacturing  
firm s in te rv iew ed  a s  c a se  s tu d ie s .
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The choice of the  c a se  s tu d ie s  cu ts  a c r o s s  o th e r  re la t iv e  c la s s if ic a t io n s  
th a t w ill be s ig n ifican t to the a n a ly s is ,  nam ely:
1 • S ize  of f irm ; la rg e ,  medium and sm all
2 , P re v io u s  e x p e r ie n c e , a s  opposed  to  no e x p e r ie n c e , of ex p o rtin g
to the E E C ,
3. Type of p ro d u c t, c ap ita l and  consum er goods.
S econd : D ata C ollection  -  C ase S tu d ie s . .
The s tru c tu re  of the  q u estio n s  put to the ex ecu tiv e s  in te rv iew ed  c o n s is t 
of fo u r p a r ts :
(a) G en era l backg round , w hich would o ffe r  fam ilia rity  w ith th e  firm , 
who owns i t ,  i t s  leg a l s ta tu s ,  the  g roup  -  if any -  it  be longs to , 
h is to r ic a l  backg ro u n d , and th e  a c tiv it ie s  i t  i s  engaged in .
(B) The s tru c tu re  of th e  firm  -  i t s  o rg a n is a tio n , p ric in g  p o licy , s a le s  
and  m arketing  fu n c tio n s , and R & D, We seek  by such in fo rm ation  to  
e s ta b lish  the changes th a t have tak en  p lace  re g a rd in g  any p o lic ie s  a s  a 
req u irem en t of p en e tra tin g  the  EE C  M ark e t.
(C) The a sse ssm e n t of the p ilo t su rv e y  in  o rd e r  to follow  the  dev ia tions 
betw een w hat w ere  fo re c a s t  in  1974 and w hat a c tu a lly  took p lace  in  1976.
(D) C la rif ic a tio n  of the adv an tag es  and d isad v an tag es  tha t firm s 
ex p e rien c e d , of B r i ta in 's  en try  into the E E C , the o b s tac le s  i t  fa ced  and 
the ben efits  g a ined .
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E ach  company h as  been a sk e d , a ls o , to  in d ica te  form s of econom ies of 
s c a le  th a t i t  h a s  e x p e rien c e d , to g e th e r  w ith  any c a u se s  of in c re a s e d  
e ffic ien cy  a s  a  r e s u l t  of in c re a s in g  th e i r  s a le s  to  th e  EE C  c o u n tr ie s .
It w as in ten d ed , in  the a n a ly s is  th a t fo llo w s, to  r e la te  the r e s u l t s  of 
su ch  in fo rm ation  w ith such re la te d  fa c to rs  a s :
-  T he ex ten t of the  u tilis a tio n  of th e  co m p an y 's  c a p a c ity ,
-  T he  consequent e ffec t on the unit c o s ts ,
and  hence th e i r  e ffec t on the com petitive p o sition  of the  company in  the  
E E C  M ark e t,
T h ird : P re s e n ta t io n  of the  C ase  S tu d ies
R eg ard in g  the  p re sen ta tio n  of th e  c ase  s tu d ie s . Volume 2 co n ta in s  the
( * )
c a se  s tu d ie s  b a sed  on data  co lle c ted  from  the  l is te d  f irm s .
T he them e of th e  p re se n ta tio n  of th e  co lle c te d  da ta  fo llow s a s  a  model of
the c e n tra l  e lem en ts  in  a  f i r m 's  b eh av io u r. Although each  m anufacturing
unit ap p ro ach ed  d iffe rs  from  the  o th e rs  in  i t s  le g a l s ta tu s ,  fin an c in g ,
o rg a n iz a tio n  and d ec is io n  p ro c e d u re s , o w n e rsh ip , com petition conditions
(and  many o th e r  c h a r a c te r is t ic s  th e re  a r e  a  num ber of s im ila r i t ie s  in  
th e i r  econom ic b eh av iou r which a r e  c o n sid e rab ly  m ore im p o rtan t than  
th e se  d if fe re n c e s . A ll need  to  ob tain  f in a n c e , a ll  n eed , w ith a  v a ry in g  
re la t iv e  p e rc e n ta g e , inpu ts of f a c to rs  of p ro d u c tio n ; and a l l  have to 
d e term in e  a se ll in g  p ric e  fo r  th e ir  p ro d u c ts  o r  s e r v ic e s ,
(*) S ee  A ppendix 4 .
(**) At th e  same tim e , many d iffe ren c es  may be seen  in the  im pact of
both  the  p rev a ilin g  econom ic cond itions and G overnm ent p o licy .
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It is  w ith th o se  s o r ts  of common a c tiv it ie s  th a t we have been  
c o n ce rn ed  w hile  c o lle c tin g  the da ta  and p re sen tin g  i t ,  o v e r  and above 
th e  da ta  re la t in g  to  th e  f i r m 's  p e rfo rm an ce  in  the E E C ,
F ig u re  V-1 s e ts  out a  p o ss ib le  fram ew ork  of the ty p ica l 
m anufactu ring  u n it. It h ig h lig h ts  the f i r m 's  in te rn a l o p e ra tio n s  and 
the  e x te rn a l in flu en ces  upon them . It is  an in d ica tio n  of the  po in ts 
co v e re d  in  the  p re se n ta tio n  of d a ta , but i t  does not co n s titu te  a  model 
fo r  u se  in  the  a n a ly s is  of d a ta . T h is  fo llow s o th e r p a t te rn s ,  a s  we 
w ill in d ic a te  below . N eed le ss  to sa y , re a c h in g  the  find ings of the  
c a se  s tu d ie s  depends on the  data  c o lle c te d  a cc o rd in g  to  th a t fram ew o rk .
Figure VI; MODEL OF THE CENTRAL ELEMENTS IN A ARM'S BEHAVIOUR 
-THE FIRM'S INTERNAL OPERATIONS AND THE EXTERNAL 
INFLUENCES UPON THEM"
f  Trader Motenol
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Source : D.J. Morris, The Behaviour of firms. OUP, 1977
( with minor adjustments)
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In ed itin g  the c ase  s tu d ie s , the  main head ings u n d e r wiiich the d a ta  h as 
been  p re se n te d  a r e  a s  fo llow s:
-  The f i r m 's  background
-  The s iz e  of the firm
-  The s tru c tu re  of the  o rg an iza tio n
-  P r ic in g , p ro f ita b ility , in v estm en t, R & D and grow th 
p o lic ie s .
-  M arket s tru c tu re  and com petition conditions
-  S p ec ia l fe a tu re s
-  E ffic iency  and econom ies of s c a le
-  P la n s  fo r  p en e tra tin g  the  E E C  m arket
-  A dvantages and d isad v an tag es  to  the  firm  of B r i ta in ’ s
en try  in to  the  EE C
-  E x p ec ta tio n s  of the firm  in th e  e n la rg ed  m arket
-  C om parison betw een expec ta tion  p r io r  to B rita in  ’ s 
a c c e ss io n  to  th e  E E C , and what ac tu a lly  took p la c e .
-  The e ffect of the p e rfo rm an ce  of B r i ta in ’ s economy in  
the y e a r s  1973-1975, the  f i r s t  th re e  y e a r s  of e n try  
in to  the E E C , on the  f i r m ’s p e rfo rm an ce  in  the EEC  
m ark e t,
(E ach  firm  p ro v id ed , w h ere  p o s s ib le , t r a d e  f ig u re s  w hich co v e red  i ts  
t r a d e  w ith  the  EEC  and th o se  w ith the  r e s t  of the w o rld , in  th e  y e a r s  
1973-1975 .
(*) T he lim ita tions of some of the  data  c o lle c te d  from  some firm s  is
u n d e rs tan d ab le  acco rd in g  to b u s in e ss  p ra c t ic e s .  In the m eantim e, 
i t  ought to  be m entioned th a t the r e s e a r c h  in  hand had not been  
p o ss ib le  w ithout the co o p era tio n  of the  f i r m s ’ e x ec u tiv e s .
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F o u r th ; F a c to r  a n a ly s is
The a n a ly s is  of the c a se  s tu d ie s  could  involve s e v e ra l  a p p ro a ch e s  and 
many v a r ia b le s .  T he im portance  of i t s  find ings w ill depend on the  
ap p ro ach (e s) fo llow ed , and on the  num ber of v a r ia b le s  an a ly se d .
A s i t  is  th e  c o rn e rs to n e  of the r e s e a r c h ,  we b e liev e  th a t we should  not 
confine o u rse lv e s  to  any one a p p ro a c h , o r  to  v e ry  sp ec ific  v a r ia b le s .
We b e lie v e , th a t we should  ex p lo re  the  a n a ly s is  a long many av en u es .
T hose  ap p ro a ch e s  and  th o se  v a r ia b le s  w hich we w ill c o n s id e r  a s  fa c to r  
a n a ly s is  to th e  c a se  s tu d ie s , a r e :
1. Q ua lita tiv e  (d e sc r ip tiv e )  A pproach
U nder such  ap p ro ach  we would c o n s id e r  th e  follow ing v a r ia b le s ,  a s  e x p re sse d  
by the  ex ecu tiv es  we in te rv iew ed :
1 e A dvantages and  d isad v an tag es  to th e  f irm s  of B r i ta in ’s a c c e ss io n  
to  th e  E E C .
2 . T a rif f  e lim ination  and i t s  e ffe c t.
3 . O ther o b s ta c le s  to e n try  firm s may have e x p e r ie n c e d .
4 . P re p a ra t io n s  firm s  may have u n d e rtak en  to  p e n e tra te  the  EE C
m ark e t and new p o lic ie s  they  may have ex ecu ted  a s  a  need  of adap ta tio n  to 
the  e n la rg ed  m a rk e t, e .g .  in  p r ic in g , m ark e tin g , p ro d u c ts  and 
o rg a n isa tio n .
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5c C om petition conditions re la tin g  to the  ex tended m ark e t;
th o se  c o n s id e re d  a s  common co n d itio n s , th o se  re la tin g  to c e r ta in  in d u s tr ie s
and  th o se  re la t in g  to firm s s p e c if ic a lly .
(6) E ffic ien cy  a n d /o r  form s of econom ies of sca le  firm s may p o s s e s s ,  
th a t enab le  them  to com pete in  the  e n la rg e d  m arked .
7 . The e ffec t of B r i ta in 's  econom y in  the  y e a r s  1973-1975 on th e  
f i r m 's  p e rfo rm a n c e s , inc lud ing  the  e ffe c t of the  flo a tin g  of th e  pound and , 
co n seq u en tly , i t s  dev a lu a tio n ,
8 . G en era l Com m ents, e i th e r  by the  f irm s  th a t have been in te rv ie w ed , 
o r  by th o se  f irm s  who re fu se d  to  p a r tic ip a te  in  th e  s tu d y .
11: Q u an tita tiv e  A pproach
H e re  w e c o n s id e r  the r e s u l ts  the  firm s ach iev ed  in  tra d e  in  the y e a r s
1 973-1 975. The a n a ly s is  is  a s  fo llow s:
A . A n a ly s is  of the tra d e  th e  firm s  ach iev ed  w ith th e  o th e r E E C
c o u n tr ie s  in  the  y e a r s  1973-1975.
Bo C om parison  betw een th e  r e s u l t s  ach iev ed  in  A fo r  each  firm^
w ith the  t r a d e  f ig u re s  ach iev ed  in  th e  sam e p e rio d  by th e  
in d u s try  to  w hich it b e lo n g s.
C , R ela tin g  the  a n a ly s is  in  A and  B to  the o v e ra ll  tra d e  perfo rm an ce
of the UK w ith  the r e s t  of E E C , in  the  same p e rio d .
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III C om parative A pproach
C om parison of o rig in a l ex p ec ta tio n s , a c tu a l r e s u l t s ,  and r e a s o n s  fo r  
d iv e rg e n c e , w h ere  g iven , o r  in te rp re te d  by o u rs e lv e s .
IV G rouped A pproach
U nder th is  ap p ro a ch , we group th e  c ase  s tu d ie s  in  the c a te g o r ie s  in d ica ted
below in o rd e r  to a s s e s s  the  e ffec t of e n try  on each  g ro u p .
The b a s ic  p rin c ip le  in  grouping them is  th a t the  f irm s  in  a  g roup  s h a re  a  
m ajor f a c to r ,  e . g .  s iz e , th a t in flu en ces  th e i r  p e rfo rm ance  in  th e  m a rk e t.
The follow ing i s  the  line  of a n a ly s is  involved:
A . S iz e  of the firm
L a rg e , medium and sm all f irm s: the  d e term in ing  fa c to r  h e re  
i s  th e  s iz e  of the f irm . T he a n a ly s is  w ill follow the  p e rfo rm an ce  
of each  s iz e .
B . S p e c ia l fe a tu re s
P o s itio n  of firm s th a t p o s s e s s  sp ec ia l fe a tu re s  w hich govern  
th e i r  tra d e  p ra c t ic e s .  The grouping  and the a n a ly s is  depend 
h e re  on the  f irm s ' in te rn a l o r  e x te rn a l a d v a n ta g e s .
Co P ro d u c t m arket
In d u s tr ia l p roduct f irm s and  th o se  of consum er p ro d u c ts .
The effec tive  fa c to r  h e re  is  th e  type of m arket of the p roduct,
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F if th ; A n a ly sis  of th e  C ase  S tu d ies
I The q u a lita tiv e  (d e sc rip tiv e )  ap p ro ach
The follow ing is  an account of how the c a se  s tudy  firm s ev a lu a te  the
effect of e n try  on th e ir  p e rfo rm an ce  w ith r e g a r d  to  each  of the  fa c to rs
m entioned below;
1 • A dvantages and d isad v a n ta g es , re la t in g  to  the f irm , of B r i ta in 's
a c c e s s io n  to the  EEC
A . A dvantages o th e r than  elim ination of ta r i f f s  and th e i r  e ffec t on tra d e
-  B en efits  e x is t in  te rm s  of the  d iffe ren t le g is la tio n  is su e d  by 
d iffe ren t E E C  Com m ission d ire c tiv e s  that en co u rag ed  and  
fa c il i ta te d  tra d e  w ith  o th e r  m em ber s ta te s .
-  R eshap ing  of the  E u ro p ean  o p e ra tio n s  took p lace  a s  a  r e s u l t  of 
the  E u ro p ean  a ttitu d e s  th a t th e  com panies adop ted .
-  Im provem ents on m ethods of p ro d u c tio n  due to  the d e s ir e  to 
adap t c e r ta in  s ta n d a rd s  a ccep tab le  to  some EEC  m a rk e ts .
-  The help  to tra d e  w ith  th e  a s s o c ia te d  EE C  c o u n trie s  due to the  
sp ec ia l ag reem en ts  the  E E C  have w ith  them . H ow ever, i t  would 
be d ifficu lt to  specify  i t s  e ffec t.
-  D is trib u tio n  w as ra t io n a lis e d  fo r  a  company which h as p lan ts
in  o th e r  EE C  c o u h tr ie s , a s  i t  no lo n g e r needed  to  do c r o s s  haul
d is tr ib u tio n , e .g .  from  G erm any to  B enelux c o u n tr ie s , and from
UK to E a s t E u ro p e .
-  B en efits  in  te rm s  of a g r e a te r  accep tan ce  by E u ro p ean  com panies. 
T h e re  is  d iffe ren ce  in a ttitu d e  s in ce  B r i t a in 's  e n try  and b u s in e ss
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re la t io n s h ip s  a r e  much b e tte r  than  they  w e re .
B e t te r  re la tio n s h ip s  an d  a ttitu d e s  w ith and to  the  m anagem ents 
of s u b s id ia r ie s  in  the  o th e r  EE C  s ta te s ,  con tain ing  d iffe ren t n a tio n a ls .
F irm s  w ith  a  huge in itia l p ro d u c t innovation  c o s t w hich could not 
be b o rn  a lo n e , e .g *  a e ro sp a c e  p ro d u c ts , w ould ben efit from  
jo in in g  the  E E C . They w ould have a  g r e a te r  im petus to w ard s  
m ore co lla b o ra tio n  w ith E E C  p a r tn e r s .
B en e fits  e x p e rien c e d  a s  a  r e s u l t  of the s tan d  tak en  by the 
C om m ission of th e  E E C  to take  c o n tro l o v e r  budgeting  common R & D 
prog ram m es fo r  some tech n o lo g ica l in d u s tr ie s .
C om panies in  B rita in  have an equal say  w ithin  the C om m ission, so 
they  can  in fluence  ev en ts  a ffec tin g  th e ir  t r a d e  p ra c t ic e s .
A b ility  to  t r a n s f e r  pæoducts m ore e a s ily  betw een a ff ilia te d  com panies 
in  th e  E E C .
P ro d u c e rs  of com ponents and s e m i-p ro d u c ts , have been  helped  
in  the r e s t  of th e  w orld  by gaining p re s t ig e  th rough  p a rtic ip a tio n  
and  a s s o c ia tio n  w ith o th e r EEC  com panies.
In th e  c lo th in g  in d u s try , a s  the UK u su a lly  ad o p ts  the  E u ro p ean  
fa sh io n  and  ta s t e ,  re la tio n s  w ith  EE C  com panies m eans the ab ility  
to  p re p a re  e a r ly  fo r  lik e ly  changes in  the UK m a rk e t.
It c r e a te s  a  s itu a tio n  th a t m akes UK com panies m ore p ro fe ss io n a l 
th an  they have been in  the p a s t .  F o r  exam ple, i t  d r iv e s  managemert 
to ap p o in t the  r ig h t s o r t  of sa lesm en  and d is tr ib u to r s  and to  give 
the  r ig h t  a f te r - s a le s  s e r v ic e .  This would le a d  to  th e ir  being 
co m p etitiv e .
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B . D isadvan tages
-  Im m ediate funds n eeded , to change lin e s  of p roduction  in  o rd e r  
to  adap t p roduction  to th e  EEC  m arke t re q u ire m e n ts . T h is  can 
co n stitu te  an  o b s ta c le , in  the  sh o r t  ru n ,  in  te rm s  of the 
av a ilab ility  of finance to  u n d e rtak e  the n e c e s s a ry  investm ent 
p rog ram m es. The tim e w asted  t i l l  funds a r e  re a d y  i s  a 
c o n s tra in t f a c to r .
-  B eing a UK b ased  m a n u fa c tu re r , a  firm  may be engaged in  
m eeting the home m arke t re q u ire m e n ts  w hich is  m ore in te re s te d  
in  low c o s t com ponents, r a th e r  th an  so p h is tic a te d  q u a lity . T h is  
a ttitu d e  w ill a ffec t th e ir  R & D program m e and  leav e  them  behind  
th e i r  EE C  c o m p e tito rs .
-  M em bership helped  in  in c re a s in g  com petition  in  the  UK m arket a s  
i t  en ab led , say  the J a p a n e se , to  s e t  up m anufactu ring  fa c i l i t ie s  
in  th e  E E C  co u n trie s  and  tra d in g  f re e ly  w ith in  it# A Jap a n e se  
fa c to ry  in  Germ any found it e a s ie r  to  tra d e  in  the UK b ecau se  of 
th e  EE C  re g u la tio n s , th an  to do so from  p lan t in  Jap a n .
-  P ro d u c tio n  c o s ts ,  and hence  p r ic e s ,  in c re a s e d  a s  a r e s u l t  of 
CAP p o licy . F o r  a  co n fec tio n e ry  m an u fac tu re r the changes 
th a t the  Common A g ric u ltu ra l P o licy  b rought about in  the p r ic e s  
of th e i r  main raw  m a te r ia ls  h a s  had th e  g re a te s t  im pact on them , 
a s  e n try  into the EEC  o ffe red  them  re d u c e d  o p p o rtu n itie s  to  buy 
a l l  v a r ie t ie s  of raw  m a te r ia ls .  T ra n s itio n  to  E E C  p r ic e s  o v e r­
shadow ed the  g e n e ra l p r ic e  in fla tio n  in the  UK.
-  E x c e ss iv e  b u re a u c ra c y  on the  p a r t  of the B ru s s e ls  C om m ission, 
in  te rm s  of the harm onisation  of consum er le g is la tio n  w hich is  
be ing  in tro d u ced . Again fo r th e  above co n fec tio n ery  company a
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le s s  effic ien t method of o p e ra tio n  and m arke ting  is  im posed on 
them  due to  the  changes r e q u ire d  by an  E E C  Com m ission d ire c tiv e . 
T h is  m eant changes re g a rd in g  th e  amount of in form ation  th a t h as 
to  be p rov ided  on w ra p p e rs  of p ro d u c ts , changes to  s ta n d a rd  s iz e s  
fo r  c e r ta in  p ro d u c ts , and changes a ffec tin g  the  in g re d ie n ts  of the  
p ro d u c ts . T h is  w as a lso  e x p e rien c e d  by a  cosm etic  m an u fac tu re r 
e sp e c ia lly  in  the la b e llin g  of the in g re d ie n ts  on p ro d u c ts .
T he burden  of the  docum entation re q u ire d  by the  Com m ission and  
the  e x tra  w ork it  c o n s ti tu te s .
N a tio n a lis tic  a tt i tu d e s , ex p e rien c e d  from  some m em ber s ta te s ,  as  
a  m ajor se tb ack  to  any p o ten tia l a d v an ta g e s . A firm  em phasized  
th is  phenomenon by po in ting  out th a t the E E C  is  a  Common m arket 
w ith  a lo t of uncommon e lem en ts .
T he p rob lem s a r is in g  from  s tan d a rd iz a tio n  le g is la tio n , in  p ro d u c tio n , 
m ark e tin g , and s a le s .
2 . T a r if f  e lim ination  and i t s  e ffect
E lim ina tion  of ta r if f s  betw een B r ita in  an d  the o th e r m ember s ta te s  
s ta r te d  to take  p lace  in 1973. F rom  then, a  g rad u a l re d u c tio n  in  
Custom s d u tie s  took p lace  un til it  re a c h e d  a 'z e r o '  r a te  in  Ju ly  1977.
The follow ing is  an accoun t of how the  firm s in te rv iew ed  a s s e s s e d  th e  
im pact of th is  fa c to r  on th e ir  t ra d e :
-  F o r  sone en g in ee rin g  f i r m s , w h ere  th e  ta r i f f s  w ere  a ro u n d  1 2 ^ ,
i ts  g rad u a l e lim ination  h e lped  them to im prove th e ir  E E C  m arket 
s h a r e .  H ow ever i t  did not m otivate them  to s ta r t  tra d in g  th e re ;  
th ey  would have been tra d in g  th e r e ,  i r r e s p e c t iv e  of the  ta r if f  e lim ination,
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A firm  a ttr ib u te d  the  m ovem ents in  th e ir  tra d e  w ith  th e  EE C  m ore 
to  th e  tra d e  cycle  flu c tu a tio n s  th an  to  ta r i f f  e lim ina tion .
O ther firm s could not quan tify  th e i r  s a le s  in c re a s e  r e la te d  to  
ta r if f  e lim ina tion . One firm  w as  undecided  w hether to a ttr ib u te  
i ts  s a le s  in c re a s e  to th e  in v estm en t program m e th ey  had 
un d ertak en  in  some EE C  s ta te s  o r  to  the e lim ination  of t a r i f f s .  
H ow ever, th ey  r e a l iz e  th a t e lim ination  of ta r i f f s  made it e a s ie r  
fo r  them  to  com pete and to  p e n e tra te  th e  m ark e t than  if  th e ir  
p r ic e s  had  been h ig h e r to  th e  ex ten t by w hich duty had been re d u c e d .
The effec t of ta r if f  e lim ina tion , a s  e x p e rien ced  by a  f irm , w as not 
to in c re a s e  of tra d e  to  the  E E C  m a rk e t, but made a s ig n ifican t 
amount of in te r-co m p an y  t r a d e ,  w ith i t s  a f f il ia te s  in  the  EE C  
ch ea p e r and e a s ie r .  A n o ther firm  c o n s id e re d  the e ffec t on 
movements of goods betw een s i s t e r  com panies a s  only a  hedge 
a g a in s t s tra in e d  cap ac ity  if and  when th e  need  a r o s e .  F o r  them , 
elim ination  of the ta r if f  h as  fa c il i ta te d  th a t p ro c e s s .
One company does not th ink  th a t the re la t iv e  m agnitude of ta r if f  
e lim ination  w ill have any c o n s id e ra b le  change on e x p o rts  fo r  the  
follow ing re a so n s :
A , The lev e l of ta r i f f  p ro te c tio n  w as not h igh .
Be T a r if fs  a r e  being e lim ina ted  o v e r  s e v e ra l  y e a r s ,  so  the 
changes from  one y e a r  to  a n o th e r a r e  not s ig n if ic a n t.
T he company b e liev es  th a t it  i s  a  g rad u a l p ro c e s s  of m utual 
ad ap ta tio n ; fo r  both B rita in  and the o th e r m em bers; to a 
new s itu a tio n .
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As f a r  a s  p ap er and b o a rd  m a n u fa c tu re rs  a r e  co n ce rn ed , deciding 
the e ffec t of ta r if f  e lim ination  i s  a  com plex is su e  a s  a  sp ec ific  
g rad e  of p a p e r and b o a rd  h a s  to  be id en tified  and th en  the  effect 
on th is  one g rad e  h as  to  be m easu red  which is  a  com plicated  
p ro c e s s .  A gain , the  s ix  EE C  founder m em bers have had  a  common 
e x te rn a l ta r if f  fo r  p a p e r  and  b o a rd  which had been  h arm o n ised  by 
the  tim e B rita in  jo ined  the Community, w h e re a s  th e  UK ta r i f f  
s t ru c tu re ,  w hich developed o v e r many y e a r s  to  be c o n s is te n t with 
B r i ta in ’s tra d e  p o licy , i s  d if fe re n t. H ence th e  d iffe ren ce  in  the  
re la t iv e  ta r if f  p ro tec tio n  of v a rio u s  g ra d e s  of p a p e r and  b o a rd  is  not 
id e n tic a l betw een B rita in  and the  s ix .
F o r  a  company th a t is  owned by the  s o -c a lle d  seven  s i s t e r s  
(oil com panies), and th a t t r a d e s  w ith them  w h e th er they a r e  in  the 
EEC  m ark e t, N orth  A m erica  o r  ROW, ta r i f f  e lim ination is  not an 
a ffec tin g  fa c to r  on i ts  t r a d e .
F o r  p ro d u c ts  p ro d u ced  a t  a  sp ec ific  d e s ig n , fo r  ex p o rt fo r  a  highly 
sp ec ific  p u rp o se , and a t c o s t a g re e d  in , ta r i f f  e lim ination  is  not 
a  fa c to r  to be c o n s id e re d .
T a riff  e lim ination  a s  a  s ing le  fa c to r  a ffec tin g  s a le s  in c re a s e s  w as 
d ifficu lt to id en tify . F o r  a  c a r  com ponents company the o th e r  
n o ticeab le  co n trib u tiv e  f a c to rs  w ere :
A . The e ffo rts  of th e i r  s a le s  o ffice  in  G erm any.
Bo The know-how they  apply  to th e ir  p ro d u c ts  w hich g iv es  them
s tre n g th  o v er the co m p etito rs  in the o th e r EEC  s ta te s .
T he e ffec t of ta r if f  e lim ination  h a s  been o ffse t by the  devalua tion  
of the pound.
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O rg an izatio n a l s tru c tu re  fo r  o p e ra tio n s  in  the E E C  m arke t w as 
the fa c to r  a ffec ting  s a le s ,  r a th e r  th an  ta r i f f  e lim ina tion , although 
the la t te r  he lped  in  making e x p o rts  c h e a p e r .
F o r  a  company who tr a d e d  in  the  E E C  m arke t b e fo re  B r i ta in ’s 
e n try , ta r if f  e lim ination  p robab ly  a s s is te d  th e  e x is tin g  b u s in e ss  
and allow ed  i t  to  grow m ore ra p id ly  than  it would have done.
T h e ir  b u s in e ss  in  the  E E C  had s te a d ily  grow n b e ca u se  they  have 
had a p roduct in  g re a t dem and, an d  b ecau se  of th e  am ount of 
e ffo rt they employed th e r e .
A firm  th a t has not tra d e d  in  th e  E E C  m arke t a f te r  B r i ta in ’s e n try  
b ecau se  of the s t r a in  on c a p a c ity , could  not a s s e s s  the  e ffec t of the 
red u c tio n  in  ta r i f f .  H ow ever, they  s ta te d  th a t they  have the 
cap ab ility  in  th e i r  o rg a n isa tio n a l s t ru c tu re  to p e n e tra te  the 
e n la rg ed  m ark e t, if they  could  m eet th e i r  investm en t p ro g ram m es.
A consum er p ro d u c t f irm , s e e s  th e  g rad u a l re d u c tio n s  of ta r i f f s  
a s  too sm all to n o tic e , 1 .2 ^  in  1973, a point w hich w as r a i s e d  by 
an o th e r com pany, ab o v e . But th is  firm  r e c a lle d  the re d u c tio n  in 
ta r if f  th a t took p lace  a s  a  r e s u l t  of th e  K ennedy round  w hich they 
had benefited  from .
F o r  a  c a r  com ponents com pany, a s s e s s in g  the e ffe c t of ta r if f  
e lim ination  on th e ir  t r a d e  w as d ifficu lt to define e a s ily . T hat is  
b ecau se  th e i r  p ro d u c ts , v eh ic le  b ra k e s , have  to  w ait fo r  a  new 
veh ic le  model to be developed , a s  it  i s  n e c e s s a ry  to get involved 
a t ,  w hat they  te rm , the  p ro to ty p e  s ta g e . T h e re  i s  no d ire c t  
e x p o rtin g , so  fo r  them ta r i f f  e lim ination  w as not a  d ec is iv e  fa c to r  
fo r  s a le s  in c re a s e .
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In flation  in  B rita in , w ith i t s  high r a te  in  1 973-75 and  i t s  
consequen t e ffect on th e  c o s t of p ro d u c tio n , dim inished the  
e ffec ts  of ta r if f  re d u c tio n .
F o r  the  c a r  in d u s try  and th e i r  s u p p lie rs ,  ta r if f  red u c tio n  does 
not make much d iffe re n c e , a s  10% m ore o r  le s s  on th e  p r ic e  of 
a  p a r t ic u la r  component is  in s ig n ifican t in  com parison  w ith re l ia b il i ty  
and q u a lity .
3 . O ther o b s ta c le s  to e n try  firm s may have e x p e rien ced
The follow ing a r e  some o b s ta c le s  to  t r a d e  in  the EE C  m arket w hich 
d iffe ren t ex ecu tiv es  in te rv iew ed  s ta ted  a s  b a r r i e r s  to  e n try , o th e r  than 
ta r if f s :
-  The main p ro d u c ts  they  p ro d u ce  have  been s ta n d a rd ise d  acco rd in g  
to  the re q u ire m e n ts  of the  G erm an an d  the F re n c h  m a rk e ts . T h ese  
w ere  s t r i c t e r  than  th e  s ta n d a rd s  re q u ire d  by th e  B r it is h  C ode. 
T h is , fo r  them , w as expensive and tire so m e  p ro c e s s .
-  The Germ an e x p e rien ce  fo r  some u n its  is  ev idence  of a
'te c h n ic a l o b s ta c le ' a s  h in d ran ce  to  t r a d e .  The G erm ans had 
th e ir  s ta n d a rd s  in s t i tu te s ,  th e ir  highly  d e ta iled  sp ec if ic a tio n s  
code, w hich they  would add  to  o r  a l t e r ,  so  m aking i t  d ifficu lt fo r  
B r it is h  b a sed  m anufacturing  firm s to  p e n e tra te  th e ir  m a rk e t. The 
same a p p lie s  to  F ra n c e  w hich i s  th e  second  b ig g est m a rk e t, a f te r  
G erm any, fo r  B ritish  goods.
-  Again re g a rd in g  the G erm an m a rk e t, an en g in ee rin g  firm  
e x p erien ced  the  need  to  m anufacture  p a r ts  of th e i r  fina l p ro d u c t in
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G erm any in  o rd e r  to ob ta in  th e  n e c e s s a ry  G erm an C e r tif ic a te  of 
S ta n d a rd s . T h is , they  found an  expensive  p ro c e ss  b ecau se  the 
p a r ts  could be m anufactured  in  the UK a t le s s  c o s t .  T h is  a lso  
co n s titu te s  a  sh ift of r e s o u r c e s  from  th e  UK to G erm any, b ased  
only on finding a way o v e r the  o b s ta c le .
One m anufacturing  unit co n s id e re d  a s  an  o b s tac le  to  e n try  the 
in ab ility  to  find  a  su itab le  d is tr ib u to r  in  the E E C  who could  
handle s a l e s ,  a f te r - s a le s  s e r v ic e ,  and  who w ould be accep tab le  
to  lo ca l p eo p le .
P ro d u c ts , in  some in s ta n c e s , have to be a l te re d  by applying 
changes in  o rd e r  to  overcom e th e  te c h n ic a l b a r r i e r s  w hich e x is t 
in  som e EE C  c o u n tr ie s , e .g *  n o ise  s ta n d a rd s .
E ffec t of n a tio n a lis tic  fee lin g s  on th e  a tti tu d e s  of o th e r EE C  
firm s to w ard s  B r it is h  f irm s .
A m ajor B r i t is h  firm  c o n s id e rs  the  E E C  a s  a  co lle c tio n  of 
n a tio n a l m ark e ts  on the move to  becom e a  common m a rk e t. B a r r ie r s  
to  e n try  e x is t in  na tiona l law s a ffec tin g  the  company d e c is io n s  to 
p e n e tra te  any of the  m em ber s t a t e s ' m a rk e ts . T hey gave an 
exam ple re la tin g  to  the d ec is io n  to  in v e s t , some c o u n tr ie s  
en co u rag e  d ire c t  in v estm en t, o th e rs  p re fe r  n a tiona l so lu tio n s , 
s t i l l  o th e rs  give fa c i l i t ie s  fo r  se ttin g  up p roduction  p la n ts . 
C om panies need  flex ib le  c a p a b ilit ie s  in  o rd e r  to  be ab le  to  m eet 
th o se  d iffe ren t p o lic ie s .
The ad d itio n a l p a p e r-w o rk  re q u ire d  by the Com m ission c re a te d  a 
burden  w hich is  not e asy  to c a r r y  fo r  som e f irm s , e sp e c ia lly  
sm a ll-s iz e  f irm s .
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O rg an isa tio n a l changes th a t w e re  re q u ire d  b ecau se  of th e  
e n try  w e re  c o n s id e re d  an o b s ta c le , a s  they  needed  staff 
in c re a s e s  w hich w e re  beyond the  Company ' s a b ility .
Language b a r r i e r s  a r e  a  d iff icu lty , e sp e c ia lly  w ith the  
F re n c h  who in s is t  on sending  th e i r  docum entation in  th e i r  language, 
A lso many E uropean  lan g u ag es  make i t  d ifficu lt to put a c r o s s  a  
tech n ica l su b je c t.
C ostly  p roduct harm o n isa tio n  program m es to  m eet the  m arket 
re q u ire m e n ts , e .g .  m e tr ic s ,  a p p lic a tio n s .
O b stac le s  of n a tio n a l re q u irem en t s on h e a lth , sa fe ty  and  
consum er p ro te c tio n . As e x p e rien c e d  by f irm s , th e  m ost 
dem anding coun try  is  G erm any, an d  th e  l e a s t ,  H o lland .
The re p u ta tio n  in  E u ro p e  of some B r it is h  m a n u fa c tu re rs  ’ bad 
d e liv e r ie s  and inadequate  a f te r - s a l e s  s e rv ic e s  a r e  a  h in d ran ce  
to t r a d e . T h e se , to g e th e r  w ith s t r ik e s  in  B r ita in  w e re  m entioned 
by some firm s a s  re a s o n s  fo r  th a t re p u ta tio n . It a ll  am ounts to  an 
u n d erly in g  w o rry  on th e  p a r t  of C ontinen tal b u y e rs  a r e  B r it is h  
firm s r e a lly  going to be ab le  to  d e liv e r  c o n s is te n tly  in  tim e?
D ifferen t tax a tio n  sy stem s and  r a te s  in  the  E E C  c o u n tr ie s  a r e  
b a r r i e r s  to e n try . F o r  a  cosm etic  f irm , not only d iffe ren t VAT 
r a t e s ,  but an  added lu x u ry  ta x , a ffe c ts  th e i r  t r a d e .
Not having  the r ig h t equipm ent a t the  tim e of e n try  in to  th e  E E C , 
w as an  o b s ta c le , fo r  a  c a r  com ponents m a n u fa c tu re r .
R ela tin g  the high co st of em ploying E E C  n a tio n a ls  to the s a la ry  
le v e ls  in  the  UK c re a te s  a  d ifficu lty  in  ge tting  the  r ig h t people to 
w ork in  -  say  -  B r it is h  s a le s  o ffice s  in  E E C  c o u n tr ie s .
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-  D eposit schem es im posed in  some E E C  c o u n trie s  from  tim e to  tim e 
c re a te  a  tem p o ra ry  r e s t r i c t io n ,  e .g ,  the d ep o sits  im posed by Ita ly  
on Ita lian  im p o rte rs  to d ep o sit 5 0 fo  of the  value  of im ported  p ro d u c ts ,
-  P r ic e  d iffe ren tia tio n s  fo r  sm all m an u fac tu re rs  form  b a r r i e r s  to 
se llin g  to  EE C  c o u n tr ie s .
-  C onstan t changes in  m odes and ta s t e s ,  fo r  exam ple in  the clo th ing  
in d u s try , w e re  thought to be an  o b s ta c le , s in ce  th ey  re q u ire  
lo n g -te rm  planning and design ing  program m es th a t m ay, o r  may no t, 
f it  the  m arket re q u ire m e n ts . D ev iations to w hat i s  fo re c a s t  
happen a l l  the  tim e .
4 . P re p a ra tio n s  firm s may have u n d ertak en  to  p e n e tra te  th e  EEC 
m arket and p o lic ie s  im plem ented
Many m anufacturing  u n its  p lanned  fo r  B r i ta in ’ s e n try  in to  th e  E E C .
They co v ered  a w ide splectrum of a c tiv it ie s  and  p o lic ie s . The follow ing
a r e  fe a tu re s  of th e  p re p a ra t io n s  th a t took p lace  and of th o se  p o lic ie s
im plem ented a s  a  req u irem en t to the e n la rg ed  m arket:
C o -o rd in a tio n  on s a le s  ta rg e ts  and p r ic e s  betw een UK b ased  
m an u fac tu re rs  and th e i r  a f f i l ia te s  in  the  E E C  c o u n tr ie s .
-  S h ifting  of m an ag ers  and staff from  one job  to a n o th e r , and  
from  one company to  a n o th e r in  the group#
-  Some s ta r te d  th e ir  p re p a ra t io n s  by em ploying co n su ltan ts  who 
c a r r ie d  out su rv e y s  in  the  E E C  c o u n tr ie s  in  o rd e r  to  ad v ise  
them on the  com petition  co n d itio n s , on p ro d u c ts  n eed ed , and on 
ev e ry  o th e r f a c to r .
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Some a l te re d  com pletely the  re la tio n sh ip  e x is tin g  betw een the UK 
un it and  i t s  a ff ilia te s  in  the  E E C  c o u n tr ie s . P r io r  to  the 
re o rg a n is a tio n  the EEC  u n its  w e re  s u b s d ia r ie s ,  now they  a r e  
t r e a te d  a s  d is t r ib u to r s ,  A re a s o n  behind such  a  change w as 
s p e c ia lis a tio n , which they  fe lt would im prove the r e s u l t s .  T hat 
would be ach ieved  by le ttin g  th e  UK p lan ts  co n ce n tra te  on 
m anufactu ring , and the  E E C  v e n tu re s  c o n ce n tra te  on s a le s  o p e ra tio n s, 
A no ther change needed  in  th a t con tex t w as to  man the E E C  s a le s  
o p e ra tio n s  m ainly by th e  M Ds, a id ed  by n a tio n a ls  of th e  c o u n trie s  
c o n ce rn e d .
A company took a com prehensive  s tep  in  p re p a ra t io n  fo r 
B r i ta in ’s m em bership:
(a) Investm ent p rogram m es w e re  in itia te d  a s  a  r e s u l t  o f the  
expec ted  grow th of t r a d e .
(b) I t looked c lo se ly  in to  the  p u rc h a se  of ra w  m a te r ia ls ,  a s  i t  
w as not c e r ta in  how f a r  i t  would be a ffe c ted , s in c e  the 
company buys much of i ts  m a te r ia ls  from  a  co un try  w hich 
might jo in  the E E C .
(c) It a lso  looked a t th e  im p lica tio n s  fo r  a d m in is tra tio n ; th is  
did  not involve any r e s t r u c tu r e  of th e  o rg a n isa tio n , a s  the 
company had a lre a d y  been  tra d in g  th ro u g h  th e i r  a f f i l ia te s .
(d) It c o n s id e red  a  p roduction  ra t io n a lis a tio n  p rogram m e to 
inc lude  the UK com pany, to g e th e r  w ith i t s  s i s t e r s  in  
G erm any, F r a n c e ,  and I ta ly , s in ce  the l a t t e r  had a sm all 
s c a le  of ra tio n a lis a tio n .
Many com panies have done th e  n e c e s s a ry  hom ework b e fo re  e n try ; 
m ark e t r e s e a r c h ,  s t ru c tu ra l  a n a ly s is ,  and  se ttin g  ta r g e t s .
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One company s ta ted  th a t i t  a n tic ip a te d  the  even tual B r it is h  en try  
into the E E C , It took ac tio n  ten  y e a r s  befo rehand  w hen they  
decided  to build  p lan ts  in  F r a n c e ,  G erm any an d  I ta ly , At the 
time of e n try  they w e re  w ell e s ta b lish e d  so th ey  d id  not fe e l th e  
need to  u n dertake  any fu r th e r  p re p a ra t io n s  o r  c h an g e s .
Some o th e r  com panies tha t a lso  had  e s ta b lish e d  th em selv es  in 
E u ro p e  did not e n te r  upon any p re p a ra to ry  p lan s  fo r  the m ark e t, 
excep t fo r an evalua tion  of th e i r  o p e ra tio n s  and  p o ten tia l 
expansion .
An opposite  exam ple to  th o se  com panies m entioned ab o v e , i s  a  
company th a t a lre a d y  had a  foothold  in  the  E E C  m a rk e t, but found 
it  n e c e s s a ry ,  in  th e  wake of the a c c e s s io n , to  re o rg a n is e  the 
w hole s t ru c tu re  of the E u ro p ean  o p e ra tio n . T he fe a tu re s  of the  
changes p lanned and  ex ecu ted  w ere :
i .  T he m arket i s  t r e a te d  a s  one id en tity  and  a s e p a ra te
company w as s e t up fo r  EE C  o p e ra tio n s , fo llow ed  by
re o rg a n is a tio n a l s t r u c tu r e .
i i .  C oord ination  on s a le s  ta rg e ts  and p r ic e s  betw een the
company and a ff i l ia te s  in  E u ro p e .
i i i .  C e n tra lise d  a sse ssm e n t of the w hole p e rfo rm an ce  of
UK o p era tio n  w ith i ts  a s s o c ia te s .  T h is  w as accom panied 
by exchange of e x p e r ie n c e s , r e p o r t s ,  and  fo re c a s ts  re g a rd in g  
p r ic in g , m odifications to the p ro d u c ts , p roduction  program m es 
and  c o s ts ,  and co o p era tio n  in  p roduction  so lu tio n s .
iv . S h ifting  of m anagers  and s taff from  one job to  a n o th e r and 
from  one company to  a n o th e r .
P la n s  to build s a le s  o rg a n isa tio n , w areh o u se  o r  m anufacturing  
p lan ts  w ere  re p o r te d  ta k en .
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In c re a se d  p roduction  cap ac ity  in  e x is tin g  p lan ts  in B r ita in , 
accom panied  by investm ent in  in v e n to rie s  in  d iffe ren t EE C  
c o u n tr ie s .
New m anageria l p o s ts  w e re  c re a te d  to  look a f te r  E E C  
o p e ra tio n s  a s  a  w hole a n d /o r  to co n tro l th e  to ta l m arketing  
concept in  the m ajor EE C  m a rk e t, e .g #  the G erm an m a rk e t.
C om prehensive evalu a tio n  of p roduct sp e c ia lis a tio n s  in  re la tio n  
to th o se  dem anded in  the  m a rk e t.
Em ploying n a tio n a ls  from  E E C  c o u n tr ie s  in  B r i ta in , e sp e c ia lly  
in  m arke ting  and  s a le s  d ep a rtm en ts .
R ev isio n  of ex istin g  p o lic ie s  of p u rch asin g  of com ponents by 
sw itch ing  to an EE C  co un try  acco rd in g  to  a v a ila b ility  to  benefit 
from  low p r ic e s  due to  re d u c tio n  in  d u tie s .
E s tab lish in g  c o n tac ts  w ith  an  in te rn a tio n a l g roup  of com panies 
o p e ra tin g  in  the  m a rk e t, an d  then  making u se  of th a t g roup  in  
tra d in g . U sing th is  in te rn a tio n a l ro u te  w as found to  be a  su c c e ss fu l 
way a s  a  p re p a ra t io n  fo r  e n try  in to  th e  m ark e t.
Some com panies have done nothing to p re p a re  fo r  B r i t a in 's  e n try  
s in ce  th e i r  cap ac ity  w as s tre tc h e d  betw een the home m arke t and 
e x is tin g  ex p o rt ch an n e ls , and s in ce  th e re  w as no cap ab ility  of 
in tro d u c in g  new investm en ts  in  th e  sh o rt te rm .
E xchange of tra in in g  f a c i l i t ie s  betw een a company and i ts  
a s s o c ia te s  w as the  only ac tio n  needed  a s  th e  p ro d u c tio n  s t ru c tu re ,  
se ll in g  o rg an isa tio n  e tc .  w e re  adequate  to m eet the re q u ire m e n ts  
of the  m arket#
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Almost a ll  the com panies in te rv ie w ed  engaged in  m ark e t r e s e a r c h
in the EE C  in  o rd e r  to decide :
What is  being m anufactu red  in  E u ro p e?
What the  volum es of s a le s  a r e .
Who is  p ro d u c in g  w hat?
Can th e i r  ex is tin g  p ro d u c ts  m eet the m arke t re q u ire m e n ts?  
What needs to be done?
One firm  gave exam ples of a com prehensive  p re -e n try  ap p ro ach
tha t i t  undertook :
1. It re s e a rc h e d  the  m ark e t in  dep th ,
2 . It p roduced  re d e s ig n e d  p ro d u c t ra n g e s  su itab le  f o r  the  
m a rk e t.
3 . It p roduced  l i te r a tu r e  in  m ultip le lan g u ag es .
4 . It in tro d u ced  a m obile exh ib ition  v eh ic le  f o r  to u rin g  
d iffe ren t EE C  c o u n tr ie s .
5 . It in c re a s e d  th e  num bers of v is i ts  by th e  re le v a n t 
ex ecu tiv es  to th e  m a rk e t.
6 . A fo llow -up  and a sse s sm e n t program m e w as in tro d u c e d . 
M eetings fo r  th is  p u rp o se  w e re  to  be a tten d ed  by EE C  
c o u n tr ie s ' p e rso n n e l and a g e n ts .
7 . T h re e  lo ca l w a reh o u ses  and s e rv ic e  f a c i l i t ie s  w e re  s e t up 
in  F ra n c e ,  G erm any and I ta ly . A dditional d is t r ib u to r s  
w e re  a lso  lo ca ted  and a c tiv a te d .
Among s tep s  taken  to  p e n e tra te  th e  m arket w ere :
i .  changes in  o rg a n isa tio n a l s t r u c tu r e .
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i i .  A cqu isition  of new v e n tu re s
i i i .  Investm ent in  m ach in ery .
Sm all e n te r p r is e s  in te rv iew ed  have not formed any p o lic ie s  in  
p re p a ra tio n  fo r a c c e ss io n  to th e  m a rk e t. Some did not ap p ro ach  
i t  a f te r  e n try , a s  the  home m arke t dem and u ti l is e s  th e i r  capac ity  
in  fu ll . O th e rs  t r i e d  to  prom ote th e i r  a c tiv it ie s  by a d v e rtise m e n ts  
in  one o r  two E E C  c o u n tr ie s ,  but they  found the  e x p e rien c e  co stly  
and u n rew ard in g .
S e v e ra l  p o is s ib l i t ie s  fo r  o g an isa tio n a l changes th ro ughou t the 
EE C  w e re  thought of by a  holding g roup  of com pan ies. One 
exam ple h as been to  have an au tonom ous, but com bined m anufacturing  
u n it, w ith a  s e p a ra te  m ark e tin g  o rg a n isa tio n  in  each  E E C  co u n try , 
each  t r e a te d  a s  a  p ro f it  c e n tr e .
A nother p o ss ib ility  i s  the  fo rm ation  of a s in g le  company fo r  the  
■whole of th e  E E C .
An a l te rn a t iv e , w as th e  se ttin g  up of p roduction  fa c i l i t ie s  in  a 
m ajor EE C  co un try  to be re sp o n s ib le  fo r  p ro d u c ts  d esp a tch ed  to  
o th e r E E C  c o u n tr ie s .
T hose  ch o ices  w e re  c o n s id e re d  b e fo re  e n try , w ith  the  background  
th a t change in  any d ire c tio n  is  a  slow ly develop ing , ev o lu tio n ary  
p ro c e s s  and dependent on the p e rs o n a li t ie s  of th e  people a t the  , 
v a rio u s  u n its , and on the way th e  o w n ers  of the  group; in  th is  
p a r t ic u la r  firm  they  w e re  a fam ily; fe e l about i t .
M arketing  and s a le s  functions w ere  re o rg a n is e d  by a r e a s  in  
re la t io n  to  s a le s ,  and by com m odities in  re la t io n  to  m ark e tin g .
P r ic in g  p o lic ie s  had to be r e s t r u c tu r e d  by adap ting  c e n tra lis e d  
policy  fo r  the  whole EE C  m a rk e t, th a t a llow ed  d iffe re n c e s  in  the  
p r ic e  s tru c tu re  in d iffe ren t EE C  c o u n trie s  b ased  on c o n s id e ra tio n s
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r e la t in g  to the com petition  condition  in  each  c o u n try .
C onstant com parison  w ith  the  p e rfo rm an ces  of the  E u ro p ean  
a s s o c ia te  com panies. T h is  le d  to a  c re a tio n  of o p p o rtu n itie s , 
stim ulus to  innovation , rev iew  and t r a n s f e r  of o p e ra tio n s  from  
one company to  a n o th e r , co o p era tio n  in c o s t p ro d u c tio n  
p rogram m es and in  so lu tio n s  to  p ro d uction  p ro b lem s.
Com panies th a t have  p lan ts  in  one o r  m ore of th e  EE C  c o u n trie s  
and w e re  o p e ra tin g  u n d e r d iffe ren t b ran d  n am es, found i t  n e c e s sa ry  
to  unify b ran d in g  u n d er the name of the  holding com pany to  
re in fo rc e  the  g ro u p ’s im age and  to  unify i t s  m ethods.
In r e s t r u c tu r in g  marketing o p e ra tio n s  some com panies in c re a s e d  
the  num ber of th e i r  o u tle ts  and th e ir  d is tr ib u tio n  netw ork  so they  
could  get a  b e t te r  c o v e ra g e  of the m ark e t.
P ro d u c tio n  ra tio n a lis a tio n  betw een a s s o c ia te  com panies in  EEC  
c o u n tr ie s , so  th a t any one type  and s iz e  of p ro d u c t is  only made 
a t one lo c a tio n . T h is  would help  to  c o n ce n tra te  the  volum e, 
c re a te  b e t te r  p roduction  fa c i l i t ie s  and ob ta in  econom ies of 
s c a le .
A gain th o se  a ff ilia te  com panies a r e  in te r-d e p e n d e n t, a s  each  
m akes p a r t  of i t s  req u ire m e n t and buys th e  r e s t  from  i t s  a s s o c ia te s .  
To o rg a n ise  and a d m in is te r  th e se  o p e ra tio n s  a  c e n tre  h as  been 
e s ta b lish e d  in  B ru s s e ls  re sp o n s ib le  fo r  co o rd in a tin g  th e  p roduction  
and sh ipm ents betw een the  a ff ilia te d  com pan ies.
F in a lly  a t r a n s f e r  p ric in g  system  w as app lied  to  sh ifts  of 
p ro d u c tio n  from  one co un try  to  a n o th e r .
M ajor and m inor changes have to be ap p lied  to p ro d u c ts  in  o rd e r  to  
overcom e the  tech n ica l b a r r i e r s  ex isting  in some EE C  c o u n tr ie s .
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A ffilia ted  com panies w e re  t r e a te d  a s  s e p a ra te  id e n ti t ie s ,  in s te a d  
of being a  m ere  su b s id ia ry  and th e  UK o rg an isa tio n  c o n ce n tra te d  
on p ro d u c tio n  w h ils t the  E u ro p ean  com panies c o n ce n tra te d  on 
m ark e tin g .
A group of tra v e llin g  e x ec u tiv e s  w as s e t up to  l ia is e  be tw een  UK 
and  E u ro p ean  o p e ra tio n s . They w ere  e x p e r t in  a ll fu nc tions 
c o n ce rn e d , and th e ir  main ta sk  w as to a s s e s s  p lan s  and  g ive  adv ice  
w h ere  a p p ro p r ia te .
A m ajo r B r it is h  firm  moved to w a rd s  E u ro p ean  p ro d u c tio n  
program m es d esp ite  i t s  p roduction  being governed  by n a tio n a l 
p o lic ie s  w ith in te rn a tio n a l s c o p e . T h is  firm  c o n s id e rs  th a t  i t  made 
a  s ig n ifican t change due to EE C  m em bership  although  not 
n e c e s s a r i ly  one lead in g  to w a rd s  an in te g ra te d  in d u s try .
In tro d u cin g  the post of a  E u ro p ean  G en era l M anager re sp o n s ib le  
fo r  both m anufacture  and  m arke ting  in  EE! C c o u n tr ie s . He 
dep)ends to a  la rg e  ex ten t on th e  e x is tin g  s t ru c tu re  w ith in  the  
o rg a n isa tio n , but is  h e lped  by a  sm all m arketing, o p e ra tio n a l 
r e s e a r c h ,  and  f in an c ia l s ta f f .
He and h is  s taff a r e  not a c e n tra l  o rg a n isa tio n  planning the  d a y - to -  
day a c tiv it ie s  w ith in  the o p e ra tio n a l E E C  c o u n tr ie s ; they  deal 
only w ith  any m ajor m a tte r w hich could a ffec t such  o p e ra tio n s .
The post is  to be seen  m ore in  the con tex t of red u c in g  the 
b u rden  of w ork on the g ro u p ’ s d i r e c to r s ,  than  in  the  b en e fits  
th a t come from  the co o rd in a tio n  of the  E E C  a c tiv i t ie s .
A company th a t expected  i ts  t r a d e  to be in c re a s e d  by 1 5% b ecau se  
of B r i t a in 's  e n try  in to  the Community, found no need  to  change i ts  
o rg a n isa tio n a l s t ru c tu re .  They did e s ta b lis h  a sp ec ia l sec tio n  which 
d e a ls  w ith  G erm any sp e c if ic a lly , a s  they  a r e  engaged in  cash ing  
o rd e r s  fo r  them .
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P ro d u c t harm on isa tion  betw een a ffilia te d  consum er p ro d u c t 
com panies in  the EEC  w as b rought about by th e  EE C  le g is la tio n  
in te rm s  of packaging  d esign  and  in fo rm ation  to be conveyed to 
co n su m ers .
A g e n e ra l s a le s  m anager re sp o n s ib le  foi"th e  EE C  w as app o in ted , 
to g e th e r  w ith re g io n a l m arke ting  m an ag ers  in  EE C  c o u n tr ie s .
The la t t e r  w e re  lo c a l n a tio n a ls .
A d v ertis in g  w as in tensified  by a  consum er p ro d u c t com pany, 
accom panied  by usin g  EE C  firm s fo r  exh ib itin g .
Jo in t v e n tu re s  w ith  E E C  p a r tn e r s  w as one po licy  ex ecu ted  a f te r  
e n try .
A no ther com prehensive  exam ple of th e  d ire c t  e ffec t of e n try  on 
changes of policy  of a  la rg e  company in  the sem i-co n d u c to r 
in d u s try  w as given a s  fo llow s:
In m arketing  m ethods: B efo re  th e  e n try  th ey  had fa c to r ie s
in  B rita in  and  Ita ly  each  confined to  se llin g  in  i t s  own 
t e r r i t o r y .  G erm any, F ra n c e  and the  o th e r E u ro p ean  c o u n tr ie s  
w e re  co v ered  by ag en ts  and d is t r ib u to r s .  Supply of goods to  them 
w as c e n tra lis e d  in  B elgium , th rough  a  w a re h o u se .
A fte r EE C  a c c e s s io n , th e  B ru s s e ls  w a reh o u se  w as d e c e n tra lis e d  
and b rough t under UK c o n tro l. The UK company fo rm ed  sa le s  
o ffices  w ith  s a le s  o rg a n isa tio n s  in  each  EE C  co u n try . The to ta l 
m arke ting  concept rem ained  c e n tr a l is e d .
The above company s ta te d  th a t th e se  changes would not have happened 
if the UK had not jo in ed  the Community.
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In p ro d u c ts : The company found it n e c e s sa ry  to  modify some
p ro d u c ts  fo r  the  Germ an m arke t to  m eet the d esig n s  of the 
c o m p e tito rs . T hose  m odifications w e re  ap p lied  a f te rw a rd s  to  the  
home m ark e t p roduct a s  cu sto m ers  began to re q u e s t  them .
In in v estm en ts : E xpansion  of p roduction  fa c i l i t ie s  in  B r ita in ,
G erm any, and F ra n c e .
R e o rg an isa tio n a l S tru c tu re :  N e c e ssa ry  changes in  o rg a n isa tio n
took p lace  follow ing th e  changes in  th e  E u ro p ean  o p e ra tio n s .
-  Buying a  p lan t in Belgium  fu lf illed  m ore than  one o b jec tiv e  fo r  
a  com pany.
a .  It a lre a d y  had  a  m arke t th e r e ,  which would be supp lied  by th a t 
p la n t, a s  w ell a s  th e  m ark e ts  in  H olland and F ra n c e .
b . As a  sa feg u a rd  to p o ten tia l expansion  in  th e  e x is tin g  UK p la n t , 
w hich is  lim ited  and  d ifficu lt to s p re a d  out a s  i t  is  su rro u n d e d  by 
developm ents.
c .  M ajor cu sto m ers  in  th e ir  t r a d e ,  packaging  and m edical m a te r ia ls ,  
in s is t  on having two s o u rc e s  of supply in  o rd e r  to  s e c u re  
continuous supp ly .
-  C hanges to  s ta n d a rd  s iz e s  of p ro d u c ts  b rought about by EE C  
le g is la tio n . T h is  w orked  to  a  com pany’ s advan tage  a s  it  w ould not 
be obliged  to  in v est in  s e v e ra l  k inds of m ach inery  to  co v e r a  b ro ad  
s iz e  ra n g e .
-  UK n a tiona l r e p re s e n ta t iv e s  in  th e  EE C  c o u n trie s  w e re  re p la c e d  
by n a tio n a ls  from  th o se  c o u n tr ie s .
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R eg ard in g  changes in  p ro d u c ts  to m eet the  re q u ire m e n ts  of the 
m a rk e t, one company had to make a ll  th e  p o ss ib le  m odifications 
from  m inor changes to p roduction  of a  com pletely  new p ro d u c t.
-  T ra in in g  program m es w e re  in tro d u ced  and exchanged betw een 
the  UK company and i ts  a f f i l ia te s  in  th e  E E C .
-  L a rg e r  m arketing  fa c i l i t ie s  and the s tren g th en in g  of s a le s  fo rc e s  
dealing  with the EE C  c o u n tr ie s .
-  A fte r the n e c e s sa ry  p re p a ra tio n s ; m arket in v estig a tio n  lead ing  to
the knowledge of w hat com bination of p ro d u c ts  w e re  need ed  in  the 
m a rk e t, a  company in tro d u ced  a  new package in  m arketing  m ethods. 
They s ta r te d  stock ing  c e r ta in  com binations of p ro d u c t to be draw n 
off from  the  UK and from  one o r  two d is tr ib u tio n  c e n tr e s  in  E urope, 
T h is  stocking  re d u c ed  le ad  tim e s . They tra in e d  m ore people to 
u n d e rs tan d  th e ir  p ro d u c ts  and  have p ro d u ced  m ulti-language  
b u lle tin s ,
They a s s i s t  d is tr ib u to r s  by d ire c t  m ail cam paigns in  th e i r  own 
lan g u ag e , with ad d itio n a l l i te r a tu r e .
They check on p r ic e s  a t m ore r e g u la r  in te rv a ls  to  judge on th e i r  
su ita b ility .
-  In o rd e r  to m eet the re q u ire m e n ts  of the m arke t a  firm  took the 
fo llow ing s tep s  re g a rd in g  p ro d u c tio n  and p ro d u c ts :
i .  They ex tended  th e ir  p roduction  lin e s  and made them m ore com plex.
i i .  A m ajo r change in  p ro d u c ts  came about b ecau se  of m e tric a tio n .
The com plete ran g e  w as bu ilt to m e tric  s ta n d a rd s  w hich meant th a t 
th e re  w as a  p h ase -o u t p e r io d  in  th e  UK of the  B ritish  s ta n d a rd . 
T hey a r e  continuing to make th e i r  old p ro d u c ts , but the p ro d u c ts  
they  make now a r e  m ore su ited  to  the  E E C  than  to  the UK m ark e t.
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Com panies w ith  in te rn a tio n a l o rg a n isa tio n s  in tended  to  se ll 
o v e r s e a s ,  needed  only m arg ina l o rg a n isa tio n a l changes a f te r  
e n try .
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5) C om petitive C onditions
The C om petitive C onditions the  C ase  S tudy firm s ex p e rien ced  a f te r  
th e  e n try ,  a r e  i l lu s tra te d  by the follow ing;
-  P r ic e s  in  the m arke t could  no t be m atched fo r  one firm  a s  i ts  
C o m p etito rs  p r ic e s  w e re  u n re a l is t ic .  A cco rd in g ly , S a le s  V olum es 
w e re  lo s t .
-  A firm  s ta te d  th a t they  faced  a fo rm idab le  com petition  a s  f a r  
a s  q u a lity  i s  co n ce rn e d .
-  C om petition  from  firm s in  th e  r e s t  of th e  E E C  C o u n trie s  into 
th e  U .K . m ark e t took p lace  w ith r e g a rd  a  B r i t is h  based  m anufactu red  
p ro d u c ts .  T he C ase  S tudy firm  th a t ex p e rien ced  th is  p e n e tra tio n  to 
i t s  home m a rk e t, re p o r te d  in  the  m ean tim e , th a t th o se  EEC  firm s 
have  no t ach iev ed  the  su c c e s s  ex p ec ted .
-  An e n g in ee rin g  m an u fac tu re r faced  s e v e re  com petition in  the 
U .K . and EE C  m ark e ts  from  s u b s id ia r ie s  of E uro p ean  and A m erican  
C om p an ies . R ela tin g  th is  C om petition to B rita in  ' s e n try  into the 
E E C , they  found th a t e n try  en co u rag ed  the  A m erican  to  be liev e  th a t 
th in g s  would become e a s ie r  ; b a r r i e r s  would come dow n. They 
th e re fo re  em barked  upon an in ten s iv e  program m e of investm en t in 
p la n ts  and  f a c to r ie s  in  the EEC  C o u n trie s  and in  B r ita in , w hose s h a re  
w as £20m .
169
T h is  firm  c o n s id e rs  th a t the  A m erican  su b s id ia ry  would no t be so 
la rg e  in the  U .K . w ithout B r i ta in ’s a c c e ss io n  to E E C .
-  One firm  found i t  n e c e s s a ry  to com pete h a rd e r  in  the  en la rg ed  
m ark e t.
A lthough i t  w as a lw ays th e i r  policy  to rev iew  from  tim e to tim e th e ir  
p r ic in g , q u a lity , and p roduction  m ethods, they  found i t  even  m ore 
n e c e s s a ry  w ith  the  com petition they  e x p e rien ced  from  EEC com p etito rs  
p e n e tra tin g  the U .K . m a rk e t. The m e asu re s  they  took w e re  to cu t 
p r ic e s ,  and to  im prove p roduction  m ethods.
-  M ore than  one f irm , sh a re d  the  view  th a t com petition  cond itions 
a r e  the  sam e in  a l l  EEC  C o u n trie s  ex cep t fo r  m inor v a r ia tio n s  w h ere  
n a tio n a l le g is la tio n s  may fav o u r th a t C o u n try ’s p ro d u c ts .
An opposite  exam ple w as given by one f irm , a s  som e le g is la tio n  in  
Ita ly  helped  th e i r  t r a d e .  T h is  leg is la tio n  d oes no t allow  Ja p a n e se  
p ro d u c ts  to be ex p o rted  to I ta ly , and J a p a n e se  p ro d u c ts  a r e  a  m ajo r 
so u rc e  of com petition to th is  f irm .
-  F rom  th e  poin t of view  of com petition r e la te d  to com parative  
adv an tag es  in  in d u s try  s t r u c tu r e ,  a  m ajo r B r it is h  firm  s ta te d  th a t 
the EE C  is  v e ry  s im ila r . T h e re  a r e  no ad v an tages on e i th e r  s id e  in  
te rm s  of com parative  c o s t o r  techno logy .
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H ow ever, in  s e c to r s  w h ere  the  Company h as  a  high re la t iv e  advan tage  
in  th o se  two fa c to rs  they  a r e  w ell p laced  to com pete and in c re a s e  
e x p o r ts ,  .
-  A Company does not fa ce  a  p e n e tra tio n  in to  the  home m ark e t 
from  firm s in  the  EEC due to p r ic e  re g u la tio n s  e ffec tin g  i t s  p ro d u c ts  
in  the  U .K . m a rk e t. Low p r ic e s  in  the  U .K . m akes i t  d iff icu lt, and 
not w o rth w h ile , fo r  EEC  C om panies to com pete w ith B r it is h  firm s in  
B r ita in  when they  can  g e t high p r ic e s  in  G erm any o r  I ta ly .
-  C om petition is  f ie rc e  re g a rd in g  en g in ee rin g  m an u fac tu re , so 
only the la rg e  firm s w ith huge tu rn o v e rs  could  su rv iv e  in  e i th e r  the  
home o r  EEC m a rk e ts .
-  P o li t ic a l  o r  n a tio n a l in te r e s t  d oes in fluence  the  com petition  
conditions in  c e r ta in  p ro d u c ts  ; fo r  exam ple a e ro sp a c e  p ro d u c ts  ; in  
the  home and EEC  m a rk e ts . T he ru le s  of p e r fe c t ,  im p e rfe c t, o r  
re g u la te d  com petition  cannot be follow ed in  re la tio n  to th is .  T h e re  
have been e ffo r ts  to ha rm o n ise  p ro d u c tio n , and co o p era tio n  p rog ram m es 
w e re  put fo rw a rd  by the  EE C  C om m ission to avoid dup lica tio n  of r e s o u rc e s  
but th is  h a s  not w o rk ed . In th a t con tex t the  a i r c r a f t  m ark e t in  E u ro p e  
w as d e sc r ib e d  by the  in te rv ie w ee  a s ,  " in h ib ited  by an in e ffic ie n t 
in d u s try  lack in g  la r g e r  r u n s ,  w ith  fragm en ta tion  and n a tio n a l p r e fe re n c e s .  " 
T h is  is  due to A m erican  com petition , w ith the  r e s u l t  th a t ,  a s  a  F re n c h  
w r i te r  ex p la in ed , "E u ro p ean  technology  is  ex p o rted  to  the  U .S .  w h ere  
they  exp lo it i t ,  and then  ex p o rt the  fin a l goods to e v e ry w h e re , inc lud ing  
E u ro p e " .
*G . J a c k , D ifine A m erican e , F r a n c e ,  1967.
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T h e re  w e re  th re e  po in ts  of view  c o n s id e re d  w ith re g a rd  to the 
a e ro sp a c e  m a rk e t and the  com petition  a tta ch ed  fo r  E u ro p ean  d e c is io n s ,
i .  F o r  th e  A m erican s  to  build  w hat th ey  a r e  good a t ,  long 
ra n g e  c iv il  a e ro p la n e s , and E u ro p e  build  w hat i t  i s  good 
a t ,  th e  sm a lle r  com pact type of a i r c r a f t .  T h is  w as 
r e je c te d  a s  a  P ro te c t io n is t  a tt i tu d e , and th e re  w as no 
g u a ra n te e  fo r  (a) m ore re l ia b le  E u ro p ean  p lan es  than  
the  A m erican s  p ro d u ced , (b) th a t the  A m ericans would 
a c c e p t i t .
i i .  To bu ild  E u ro p ean  a e ro p la n e s  fo r  the  w orld  m ark e t, 
no t ju s t  f o r  E u ro p e . If they  a r e  good enough fo r  the 
w o rld  m a rk e t, then  the  E u ro p ean  a ir l in e s  w ill buy 
i t .
T h is  f r e e  m ark e t e n te r p r is e  a tti tu d e , depends on a 
com petitive  ap p ro ach  th a t i s  b ased  on im provem ent of 
th e  p ro d u c t, th e  p ro je c t d e fin itio n , the  tim ing , and 
p r ic in g .
i i i .  T he th ird  po licy  w as advocated  by th e  EE C  C om m ission, 
th a t  E u ro p e  should  c lub  to g e th e r  co n so lid a te  th e ir  p o s itio n s  
and a c t iv i t ie s  and build p lan es  fo r  the  E u ro p ean  a i r l in e s .
T h is  po in t of view  did  not p re v a i l ,  a s  the  com m ercial r e a l i ty  
d ic ta te d  the  m a jo r m ark e t is  in  A m erica  and e v e ry  EE C  
a e ro s p a c e  m an u fac tu re r w as k een  to ge t a  s h a re  of i t .
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T his  i s  a  lengthy  exam ple of th e  f a c to rs  th a t in fluence  the  
com petition cond itions in  a  m ajo r in d u s try  in  the  m ark e t, and w hich 
re d u c e  the EEC re la tiv e ly  to  a  m ere  custom s union.
-  A  C onsum er P ro d u c t firm  exp lained  i t s  s u p e r io r ity  in  the 
com petitive m arke t in  te rm s  of consum er a c c e p ta n c e . T hey have 
m ore s tre n g th  in  dep th ; and a  sm a lle r  p ro d u c t ra n g e , but m ost of 
them have v e ry  s tro n g  se llin g  l in e s .
H is to r ic a lly  they  enjoyed a  good p r ic e  advantage  o v e r  th e i r  
co m p etito rs  b ecau se  of lo w er un it c o s t ,  and th e i r  g r e a te r  e ffic ien cy  
in  m anufacturing  o p e ra tio n s . The type of p ro d u c t they  have p roduced  
and they  co n cen tra ted  on o v e r  the  y e a r s  and th e  g r e a te r  fa c i l i t ie s  
th e y  enjoy  in  a r e a s  ; such  a s  Commodity p u rc h a s in g , w h ere  they  have 
been  ab le  to  make gains on th e  te rm in a l m a rk e ts  and p a ss  on them to 
the  C onsum ers ; w e re  o th e r  re a s o n s  g iven in  gain ing  adv an tag es  o v e r 
C om petito rs •
-  P e n e tra tio n  of EEC firm s to com pete in  the  U .K . m ark e t w as 
n e a r ly  im p o ss ib le , a t  le a s t  in  the  s h o r t  te rm , fo r  p a r t ic u la r  C a r  
Components p ro d u c ts , f r ic tio n  m a te r ia ls ,  fo r  two re a so n s ;
i .  The U .K . b u y e rs  adopt C o n se rv a tiv e  p o lic ie s , they  in s is t  
in  buying from  B r it is h  f irm s .
i i .  S ta n d a rd s , q u a lity ,a n d  su ita b ility  fo r  B r it is h  C a r  
m a n u fa c tu re rs  which w ere  no t re a c h e d  by EEC  C o m p e tito rs .
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The firm  r e f e r r e d  to G erm an C om petito rs  b ecau se  they  a r e  the  
b ig g est m a n u fa c tu re rs  of f r ic tio n  m a te r ia ls  in  the  E E C , o u ts id e  
B r ita in . The firm  w as ab le  to  p e n e tra te  and com pete in  th e  G erm an 
m ark e t b ecau se  i t s  p ro d u c ts  m eet the  re q u ire m e n ts  of th a t m a rk e t.
-  A gain in  the  C a r  in d u s try  a  firm  had  to in tro d u ce  a  new ra n g e  
of v e h ic le s  d esig n ed  sp e c if ic a lly  fo r  the  EEC  m ark e t in  o r d e r  to  
com pete and to have a c c e s s  to  the  m a rk e t.
R egard ing  th e  C om petitive C onditions in  the  C h ild ren  ' s 
C lothing in d u s try , one m a n u fa c tu re r s ta te d  th a t i t  is  e a s ie r  fo r  
B r it is h  firm s to com pete in  the  EEC m ark e t than  EE C  firm s in  
B rita in  b ecau se  of th e  re la t iv e  w eak n ess  of s te r l in g  to the  m a jo r 
EE C  C u r re n c ie s ,  and the  su ita b ility  of B r it is h  p ro d u c ts .
-  In th e  pow er sem i-co n d u c to r m a rk e t, com petition in  th e  U .K . , 
from  firm s in  o th e r  EE C  C o u n tr ie s , h a s  in c re a s e d . H ow ever, the  
s h a re  of the  m ark e t of B r it is h  firm s  h a s  a lso  in c re a s e d .  T h a t is  
b ecau se  of the  high r a te  of expansion  a t  the home m a rk e t, d e sp ite  
the  d e p re s s io n  in  the  economy o v e r  the  p e rio d  involved (1973-1975)*
-  C om petitive C onditions d if fe r  from  one co u n try  to a n o th e r  in  
the E E C , F o r  exam ple G erm any is  a  v e ry  p r ic e -c o n sc io u s  m a rk e t, 
w h ere  a s  F r a n c e ,  I ta ly , H o lland , and Belgium  a r e  much in te re s te d  in  
s e rv ic e  and r e l ia b i l i ty .  H ow ever, c o s t p r e s s u r e s  a r e  involved  
e v e ry w h e re . T h is  w as view ed by one Com pany.
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-  C om petito rs from  the  r e s t  of the  EE C  C o u n tr ie s , se e  th a t G .B , 
i s  p a r t  of the  EE C  m ark e t and c o n s id e r  th a t they  should o p e ra te  in  i t .  
T hey  se e  G .B , a s  being a  p o ten tia lly  v e ry  la rg e  m a rk e t, p ro b ab ly  
th e  b ig g est ou ts id e  W est G erm any fo r  c e r ta in  p ro d u c ts , fo r  exam ple in  
p ackag ing  and packag ing  m a te r ia ls .
-  The u n stab le  C o st of P ro d u c tio n  in  B r ita in  which ten d s  to  r i s e  
in  s h o r t  p e r io d s , a g a in s t th e  re la t iv e  s ta b ility  of the  C ost fa c to r s  in  
E E C  C o u n tr ie s , gave the  C o m petito rs  an advantage  o v e r  th e i r  B r it is h  
c o u n te rp a r ts  in  both the  home and the  r e s t  of the EE C  m a rk e ts .
The above w as an elem ent of the  C o st S tru c tu re  d iffe ren tia tio n  in  
som e of the  EEC  C o u n trie s  and G .B . in  the  y e a r s  1974-1976.
-  M ore flex ib le  ap p ro ach  to w a rd s  sa tis fy in g  u rg e n t d e liv e r ie s  
and re c tify in g  te ch n ica l p rob lem s w e re  among p o lic ie s  ad ap ted  by 
B r i t is h  m an u fac tu re rs  in  o rd e r  to m eet EEC  C o m p e tito r 's  p e n e tra tio n  
to the  U .K . m a rk e t.
-  C om petitive C onditions in  the  U .K . m ark e t fo r  m an u fac tu re rs  
th a t  a r e  in  no need  of la rg e  am ounts of c a p ita l and w ithout la rg e  
p re m is e s , encou raged  sm all firm s to e n te r .  A Cut P r ic e  W ar 
a lw ays r e s u l t s .  T h is  i s  a  dam aging p ro c e s s  th a t ,  no t only often  
d e r iv e s  many e n te r p r is e s  out o f  the  m a rk e t, but a lso  h in d e rs  
C om petition in  the EE C  m a rk e t.
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-  C om petitive C onditions fo r  c e r ta in  p ro d u c ts , e .g .  C osm etic  
and p e rfu m ery , d iffe rs  a cco rd in g  to b ra n d s . Some b ran d s  a r e  
lo c a l and th e re fo re  have no r iv a ls  in  th e  EE C  o r  U .K . m a rk e ts .
O th e rs  a r e  in te rn a tio n a lly  co m p etitiv e .
-  EE C  C om petito rs  w e re  k ep t out of the  U .K . m arke t in  
c e r ta in  p ro d u c ts . F o r  exam ple in  C a r  C om ponents, becau se  of the 
amount of tim e u su a lly  needed  fo r  the  in tro d u c tio n  of new v e h ic le s  
a s  some B r i t is h  m an u fac tu re rs  b rin g  out a  new tru c k  e v e ry  3 -4 , o r  
even  e v e ry  10 y e a r s .  So the ch an ces  of g e tting  com ponents f it te d  
to a  new v eh ic le  m ust depend upon th e  p roduction  of a  new v e h ic le , 
o r  when i t  i s  in  the  "p ro to ty p e"  s ta g e . I t  fo llow s th a t no C om petition 
o c c u rre d  s in ce  jo in ing  the E E C , a s  th e re  w ere  no new m odels 
in tro d u ce d , and th e  Com ponents in  u se  w e re  w ell e s ta b lis h e d . I t  
ought to be m entioned th a t th is  C ondition ex c lu d es  B r it is h  L ey land  fo r  
obvious r e a s o n s * .
-  C e r ta in  p ro d u c ts , e . g .  pum ps, com peted a g a in s t each  o th e r  in  
te rm s  of qua lity  and p r ic e  and not in  technology  a s  they  a r e  s ta n d a rd is e d . 
H ence the m a rk e ts , in  the  U .K . and o th e r  EEC  C o u n tr ie s , a r e  w ide open .
-  V a ria tio n s  in  C om petitive C onditions re la t in g  to some p ro d u c ts  
a r e  m ore in d u s try  based  than  t e r r i t o r y  b a se d . F o r  in s ta n ce  in  the  
chem ical in d u s try  they  have fa ir ly  s o p h is tic a te d  buying m ethods and 
s ta n d a rd is e  a s  much a s  p o s s ib le , w ith  v e ry  d e ta iled  te ch n ica l 
in s tru c tio n s  and C om m ercial C onditions e . g .  in  te rm s  of paym ent and 
extended c r e d i t ,
* In te rn a tio n a l p o s itio n , l in k s , and tra d itio n  of s u p p lie r s .
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-  A s a  d i r e c t  e ffec t of EEC  C om petito rs p en e tra tio n  into th e  U .K . 
m a rk e t, an en g in ee rin g  f i r m ’s  s h a re  of the  home tra d e  h a s  been  
re d u c e d . They s ta te d  th a t ,  " th e re  a r e  many m ore EE C  firm s ru n
in  the  U .K . m a rk e t, and th o se  h e re  have g rad u a lly  in c re a s e d  th e i r  
b u s in e s s .  They had a l l  s ta r te d  from  a  low p o in t. T h e re  w e re  not 
many EE C  C om petito rs in  the  U .K . p r io r  to B r i ta in ’ s e n try , now 
th e re  a r e  num ber of new C o m p e tito rs , a l l  w ith  a  v e ry  sm all s h a r e . ’’
T h is  firm  c o n s id e rs  th a t  p robab ly  the  m ajo r fa c to r  in  tem pting  the  
EEC  firm s to come to the  U .K . h as  been  the  low lab o u r r a t e s .  The 
Company h as  met th is  C om petition  p a r tly  by ad ju stin g  p r ic e s ,  and 
p a r tly  by sh iftin g  r e s o u rc e s  to in ten s ify  the  p roduction  th a t th e i r  
co m p etito rs  a r e  not good a t .
-  F o r  th o se  Com panies th a t only  s t a r t  p ro d u c tio n  a f te r  o ffe rs  
and quo ta tions a r e  made, C om petitive C onditions d id  no t change a s  a  
r e s u l t  of a c c e ss io n  to the  E E C . T h e ir  Com petition depends on 
e lem en ts th a t the  EEC  did  no t a ffe c t; p r ic e ,  d e l iv e ry , and 
re l ia b il i ty  a r e  w hat C o u n ts .
(6) Econom ies of s c a le  and e ffic iency  fo rm s, firm s may p o s se s s  
th a t helped  in  the e n la rg ed  m a rk e t:
Econom ies of s c a le  a r e  an o b jec tiv e  M anufacturing  in d u s tr ie s  
look fo r  in  o r d e r  to re d u c e  c o s t ,  ach iev e  high p ro d u c tiv ity , and 
acco rd in g ly  become m ore C om petitive . The follow ing a r e  exam ples 
of the  econom ies some u n its  expec ted  to obtain  a f te r  e n try , l is te d  
acco rd in g  to  the  s ig n ifican ce  they  a tta ch e d  to them:
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1 • O rg a n isa tio n a l econom ies of s c a le  i . e .  co n cen tra tin g  
c o n tro ls  of a  num ber of p roduction  u n its  w ith in  one 
m anagem ent fram ew o rk .
2 . L a r g e r  p roduction  r u n s .
3 . A b ility  to ach ieve  te c h n ic a l econom ies by link ing  to g e th e r 
p ro c e s s e s  in  one p ro d u c tio n  u n it.
4 .  A lso  some firm s expec ted :
a .  M arketing  econom ies i . e .  sh a r in g  prom otion and 
d is tr ib u tio n  c o s ts .
b . B e t te r  d is tr ib u tio n  f a c i l i t ie s .
c .  G re a te r  in te g ra tio n  of d iffe re n t p e rso n n e l e sp e c ia lly  
in  G erm any and F r a n c e .
5. A dvantages of bulk buying and econom ies of p u rc h a s in g  pow er 
o v e r  th e i r  s u p p lie r s ,  due to  the  po licy  of c e n tra lis e d  
p u rc h a s in g .
6 . The u se  of high cap ac ity  s p e c ia lis e d  and la r g e r  u n its  of 
m ach inery  and c a p ita l equipm ent.
7 . S p rea d in g  in it ia l  c o s ts  in  the  c a se  of new p ro d u c ts .
8 . E conom ies a ttr ib u ta b le  to le a rn in g  and tra in in g .
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9 . E conom ies due to the  tra n s p o r ta tio n  of a  num ber of
p ro c e s s e s  s im u ltan eo u sly .
10 . Econom ies of s c a le  in  m arke ting  c o s ts  th rough  the  
confidence of c u sto m ers  and th rough  se llin g  in  bulk 
to ind iv idua l c u s to m e rs .
11 . Econom ies of fin an ce  due to the  expec ted  in c re a s e  in
p ro f its  and hence  m ore re ta in e d  p ro f i ts .
12 . Econom ies due to  th e  re -o rg a n is a t io n  of m anagem ent:-
a) em ploying m ore S p e c ia l is ts
b) the  le s s  than  p ro p o r tio n a l dem and fo r  d ec is io n  m aking, 
although they  a lso  ex p ec t d iseconom ies h e r e ,  b ecau se  
th e  new o rg a n isa tio n  may change the  m otivation of 
m a n a g e rs .
-  E conom ies of s c a le  in  any form  enjoyed by some firm s  b e fo re  
the  e n try , helped  them , co n seq u en tly , in  com peting in  the  m a rk e t.
-  Though w ages in  the  U .K . a r e  lo w er than  in  the o th e r  EE C  
c o u n tr ie s ,  s t i l l  some E u ro p ean  C om petito rs overcom e low U .K . 
p r ic e s ,  b ecau se  of the b e t te r  and m ore num erous econom ies th a t the 
fo rm er en jo y .
-  Som e u n its  ach ieved  econom ies of s c a le  nam ely, the  econom ies 
of m ass p ro d uction  and g r e a te r  sp e c ia lis a tio n  of la b o u r , by the
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re o rg a n is a tio n  of P ro d u c tio n  u n d e rtak en . T h is  re o rg a n is a tio n  took 
the  follow ing w ay; the  p ro d u c ts  w hich a r e  p ro duced  in  m ore than  
one co u n try  have to be sp e c if ic a lly  linked  to a  c e r ta in  un it in  a  
c e r ta in  co u n try  in  the  E E C , inc lud ing  the  U .K . T h is  p ro c e s s  w as 
execu ted  acco rd in g  to cap ac ity  u til is a tio n , the  b ig g e r s h a re  of th e  
m a rk e t, and p a s t p ro d u c tiv ity  r e s u l t s .
(7 ) The e ffe c t of the  p e rfo rm an ce  of B r i ta in ’s econom y.
The follow ing a r e  w hat firm s  had to say  re g a rd in g  the  e ffe c t of 
the  B r i t is h  econom y, in  the  y e a r s  1973 -  1975, on th e i r  p e rfo rm a n c e , 
T h is  inc luded  the  e ffe c t of flo a tin g  the  pound, and i t s  con seq u en t 
devalua tion :
-  The p o o r p e rfo rm an ce  of th e  U .K . economy in  the  y e a r s  1973 - 
1975 did  no t he lp  the  m a n u fa c tu re rs  th a t depend on the  home m ark e t 
f o r  the  grow th  of th e i r  t ra d e  in  o r d e r  to have the  r e s o u rc e s  needed  
to  p e n e tra te  the  ex tended  m a rk e t.
H ow ever r e c e s s io n  and the  d e c re a s e  in  dem and on the  home 
m a rk e t, a lso  re s u lte d  on the  ex is ten c e  of s p a re  c a p a c ity . T h is  
enab led  th o se  firm s to sw itch  r e s o u r c e s  to  lin e s  of p ro d u c tio n s  th a t 
would in c re a s e  tra d e  w ith E E C  C o u n tr ie s .
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-  Som e m an u fac tu re rs  ’ t r a d e  h a s  been  affec ted  so much by the  
va lue  of the  £ th a t th ey  e x p e rien ced  a  "buying money m arke t"  th a t 
dec id ed  the  s iz e  of th e  "p ro d u c t m arke t"  • T h a t i s  th a t th e  p re s e n t  
va lue  of the  pound and the  ex p ec ta tio n s  of th e i r  cu sto m er of i ts  fu tu re  
v a lu e , d id  e ffec t th e i r  o r d e r .
-  A gain , devalua tion  of the  pound, to  m ost f irm s  in te rv iew ed  has 
helped  th e i r  ex p o rts  a b ro a d , a s  i t  made th e i r  p ro d u c ts  c h e a p e r .
H ow ever, one firm  claim ed a  neg ativ e  e ffec t from  the d ev a lu a tio n , 
a s  the econom ies of th e  EEC  C o u n trie s  w e re  tigh ten ing  u p , in f la te d , 
and d e p re s s e d .
-  The in fla tio n a ry  w age c laim s in  1973-1974 and the r a te  of 
in fla tio n  w e re  e ffec tive  fa c to rs  fo r  a  low p e rfo rm an c e .
-  C om pared w ith elim ination  of t a r i f f ,  d ev alu a tio n  of the  pound 
had m ore e ffec t on t r a d e .  To some f irm s , i t  w as the  only re a s o n  
th a t cau sed  th e  im provem ent in  th e ir  p e rfo rm an ce  d e sp ite  the  high 
in fla tio n a ry  c o s t  re la te d  to th e i r  type of p ro d u c ts  -  C ap ita l g o o d s.
* T h a t would not be the  C ase  fo r  th o se  firm s  which im port m ost of 
th e i r  raw  m a te r ia ls  o r  C om ponents, s in ce  th e i r  im port b ill would 
o ffse t any gains from  e x p o r ts .
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-  H ow ever, C ap ita l in te n s iv e  u n d ertak in g , have no t been a ffec ted  
by w age in fla tio n  a s  th is  d o es  no t C onstitu te  a  m ajo r C o st am ongst 
r e la te d  o th e r  f a c to rs  of p ro d u c tio n .
-  One firm  put the  e ffe c t a s  fo llo w s, we quote "In 1975 and e a r ly  
1976, when the  u se  of in d u s tr ia l  p ro d u c ts  in  B rita in  w as a t  i t s  lo w est 
le v e l s in ce  the  la s t  w a r , m ost c a p ita l goods C om panies have gone 
looking fo r  ex p o rt b u s in e s s , m ost p a r tic u la r ly  in  the  m iddle E a s t ,  
bu t a lso  to a  la rg e  ex ten t in  th e  E E C , to  m ain tain  th e i r  p ro d u c tio n  
le v e l ."
-  A lthough firm s e x p e rien c e d  a  r i s e  in  the  C o st of th e i r  im ported  
m a te r ia ls  due to the d ev alu a tio n  e ffe c t of th e  £ , th e  re la x a tio n  in  
Commodity p r ic e s ,  w orld  w ide , due to the  r e c e s s io n  in  the  w orld  
econom y, h a s  w orked in  fav o u r of some Com panies im port b i l l s .
-  A d justing  p r ic e s  in  s h o r t  in te rv a ls  b ecau se  of th e  high r a te  
of in fla tio n  and inadequate  fo r e c a s ts  of m a te r ia l p r ic e s ,  w ere  
h in d ran ce  to t r a d e .
In tro d u ctio n  of C o n tro ls , e .g .  p r ic e  c o d e s , incom es p o licy ; b rough t 
about by the p o o r p e rfo rm an ce  of the  econom y, have a ffec ted  
e ffic ien cy  and f le x ib ility  in  d e c is io n  making and p o lic ie s  of d if fe re n t 
C om pan ies.
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(8) G e n e ra l Comments;
A ) F irm s  which took p a r t  in  th e  C ase  S tu d ie s ;
The follow ing a r e  com m ents, made by the  p a r tic ip a n ts  to the  C ase  
S tu d ie s ,  on th e ir  p e rfo rm an ce  in  the  E E C , e i th e r  a t  th e  tim e of th e  
p re lim in a ry  s u rv e y , 1974, o r  a t  the  tim e of the  follow  up fo r  the  
C ase  S tu d ie s , 1976. We quote;
-  "We a re  p roducing  new v eh ic le  d e sig n s  to su it th e  EEC 
d ire c t iv e s  of sa fe ty  and p e rfo rm an c e . T h ese  v eh ic le s  w ill 
no t be av a ilab le  fo r  m ark e tin g  u n til the  beginning of 1 9 7 6 ."
-  " S u g a r ,  m ilk , and f lo u r  p r ic e s  r i s e  su b s ta n tia lly  in  n o rm al 
tim es b ecau se  of the  C A P ., though , in  1973, they  w ere  
p ro b ab ly  lo w er th an  we could  have paid  on th e  f r e e  m a rk e t. 
We have had to a c c e p t a  c o n tro l on o u r  p ro d u c t fo rm u la tio n s , 
th ro u g h  the  EEC  C hocolate  D ire c tiv e , w hich h a s  been m ore 
r e s t r i c t iv e  than  any th ing  the  UK fo rm erly  h as  im p o sed ."
-  "B eing  a  m u lti-n a tio n a l com pany w ith s i s t e r  com panies in
' o ld ' EEC  c o u n tr ie s , m em bersh ip  enab led  the  c re a tio n  of a  
m ore uniform  and m ore e ff ic ie n t b a se  fo r  tra d in g  w ithin th e  
g ro u p , (Common L aw s, re g u la tio n s , e tc .) "
-  "With a l l  o u r UK m ark e ts  su ffe rin g  from  the  r e c e s s io n  the  
a b ility  to s e l l  in  a  la rg e  m ark e t is  in v a lu ab le . We a re  
undoubtedly helped  by the  low le v e l of the  £ , but even a t  a  
h ig h e r  le v e l we should  be s t i l l  ab le  to s e l l  a g a in s t the 
co n tin en ta l c o m p e tito rs . "
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"A s ig n if ic a n t red u c tio n  in  the  e a r l i e r  a ttitu d es  to w ard s  
se g re g a tin g  ’Home* and ’E x p o r t’ cu sto m ers  and r e a l  p ro g re s s  
to w ard s  eq u a l im portance  being  a ttach ed  to the  m arke t a s  a  
Whole • ’’
O u r re la tio n s h ip  w ith an e x is tin g  In te rn a tio n a l g roup  g re a tly  
h e lp s  • By jo in in g  the  ’ c lub  ’ , and a c tiv e ly  show ing we have 
the  in ten t to  p roduce  th e  r ig h t  p ro d u c ts , cu sto m ers  a r e  
s ta r t in g  to b e liev e  th a t the  UK m ight a c tu a lly  mean b u s in ess  
a t  l a s t , "
In g e n e ra l  te rm s  ev ery th in g  seem s to  happen a  lo t s lo w er than 
one would have lik ed . One e x p ec ts  th a t a s  a  m em ber of E u ro p e , 
and th e o re t ic a l ly ,  w ith a  m arke t of 250 m illion , in s te ad  of 50 
m illion , then  s u re ly  ev ery th in g  should  fo llow . We h a v en ’t 
r e a l ly  found th a t ,  we have found th a t we have to gain  accep tan ce  
in  the  EEC  a r e a ,  to s te a d ily  build  confidence w ith o th e r  com panies. 
I d o n ’t  th ink  th a t being a  B r i t is h  m an u fac tu re r h as  any r e a l  
d isad v a n ta g es  in  te rm s  of q u a lity  o r  r e s p e c t  fo r  the  p ro d u c t. The 
only w o rry  on the  p a r t  of the  E E C  c u s to m e rs , is  the in ab ility  to 
p ro m ise  d e l iv e r y . ’’
"T h is  huge m ark e t i s  noth ing  r e a l ly .  We s t i l l  th ink of i t  a s  being 
" E x p o r t" , and I am in te re s te d  in  one th ing  on ly , and th a t is  se llin g  
the  maximum am ount of p ro d u c ts  a t  a  maximum p ro f i t .  If we find 
m ore p ro f it s e ll in g  o u r p ro d u c ts  a t  the  N orth  P o le  in s te ad  of the 
EE C  c o u n tr ie s ,  then we w ill go to the  N orth  P o le . A t the moment
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we believe th a t we can  g e t  the  m ost p ro f it in  the  Middle E a s t ,  
so th a t is  w here  we c o n ce n tra te  o u r e f fo r ts .  A t the  end of the  
day i t  is  ’ PR O FIT  ’ th a t c o u n ts . "
"We would say  th a t we a r e  in  th e  Common M arket to s ta y , 
i r r e s p e c t iv e  of B r i ta in ’ s fu tu re  p a r tic ip a tio n . We add th a t 
a s  f a r  a s  o u r  p ro d u c ts  a r e  co n ce rn ed  i t  i s  an ex trem ely  d iff icu lt 
m arke t to b reak  in to , and we m ust t r y  some d iffe re n t m ethods to 
p e n e tra te  the  m arke t even  f u r th e r ."
"We see  th a t a f te r  B r i ta in ’ s  e n try  in to  the  Common M ark e t, we 
make p ro f its  e a s ie r .  With th e  p o litic a l ch an g es  th a t have tak en  
p lace  in  the  World we lo s t p re fe re n c e  in  th e  ’o ld ’ Common W ealth 
w hich p rev io u s ly  helped  to k eep  out the  c o m p e tito rs . So th e  EE C  
is  the  good and n a tu ra l  a l te rn a t iv e , and h a s  in c re a s e d  o u r  
e ffic iency  and im proved o u r  m ethods of p ro d u c tio n .
S in ce  the  elim ination  of ta r i f f s  betw een th e  m em ber s ta t e s ,  o th e r  
c o u n tr ie s  in  the ROW have in tro d u ced  ta r i f f s .  The company s e e s  
no d iv e rs io n  of tra d e  tak ing  p lace  from  ROW to the  Common M arket; 
se llin g  to ROW is  decided  by c irc u m stan c es  in  each  c o u n try . T h e re  
a r e  v a rio u s  econom ic p rob lem s w hich o c c u rre d  la s t  y e a r  th a t made 
some c o u n trie s  s top  buying a l to g e th e r ."
"Jo in ing  the  EE C  is  going to have a f a r  g r e a te r  e ffec t on co n su m er 
goods than  on in d u s tr ia l is e d  goo d s. If we w ere  making som ething  
which w as being made by a la rg e  EEC  in d u s try , we would p ro b ab ly  
have f a r  s t i f fe r  com petition  ; s im ila r ly  if we cam a c r o s s  a  co u n try
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w here  th e re  w as a  p ro te c ted  in d u s try . But the s te e r in g  g e a r  
in d u s try  in  th e  v a rio u s  c o u n tr ie s  of the  EEC  is  no t v e ry  heav ily  
p ro te c te d , so we can  e n te r  fa ir ly  e a s i ly .  We s e e , a t the  
com pany, two v e ry  im p o rtan t fa c to rs ;  A )  the  p r ic e  is  coming 
dow n, which would be in  o u r  fa v o u r , and B) n a tio n a lis tic  
fe e lin g . P eo p le  in  th is  co u n try  d o n ’t  mind buying fo re ig n  
goods, but in  E u ro p e  they  tend  to buy th e i r  own goods r a th e r  
than  the  im p o r ts . ’’
’’The company is  p ro g re s s in g  w ith i ts  b u s in e ss  in  E u ro p e , we 
w ere  tra d in g  th e re  b e fo re  B r ita in  jo ined  the E E C . We w ill 
continue to develop  o u r  b u s in e ss  a f te r  e n try , no t only in  th a t 
m a rk e t, but ev ery w h e re  in  ROW.*’
’’R eg ard in g  raw  m a te r ia ls ,  if B r ita in  had not e n te re d  th e  E E C , 
the  Company would have been in  a  p re fe re n tia l  s itu a tio n  a s  we 
would have been ab le  to buy o u r  raw  m a te r ia ls  from  the  ch eap es t 
s o u rc e .  The fa c t th a t the  UK had e n te re d , and th a t we a s  a  
company w ere  quick to  re c o g n ise  o p p o rtu n itie s  in  the  CA P sy stem , 
gave us a  l i t t le  b it of edge in  te rm s  of o u r  p e rfo rm an ce  w ith o th e r  
UK, o r  E u ro p ean , co n fec tio n e ry  m a n u fa c tu re rs .
In g e n e ra l te rm s  the  EEC  h as  no t f ig u red  a s  a  m ajo r fa c to r  in  the  
com pany’s th in k in g , we a r e  s t i l l  v e ry  dependent on the  UK M arket. 
T hat is  o u r m ajo r m a rk e t, and th a t is  w hat we a re  h e re  to s a tis fy  
and dev elo p . ’’
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B) F irm s  which re fu se d  to p a r tic ip a te  in  the  study;
The follow ing a r e  q u o ta tions d raw n  from  re p l ie s  s e n t by firm s 
th a t e i th e r  d id no t w ish to tak e  p a r t  in  th e  s tudy  fo r  the  r e a s o n s  
given below , o r  c o n s id e re d  th e  op in ions th ey  in d ica ted  a s  th e ir  
p a r tic ip a tio n s  in  the  in v estig a tio n ;
-  "Owing to the  fa c t th a t th e re  i s  v e ry  l i t t le  in te rn a tio n a l t ra d e  
in  empty tin  b o x es, I th ink I can  say  th a t m em bership  of the  
E E C  has  had n eg lig ib le  e ffec t upon o u r volum e of t r a d e ."
-  "I am not su re  th a t any in fo rm ation  o r  v iew s th a t we could  give 
would help  y o u r r e s e a r c h  in  th is  m a tte r . O u r b u s in e ss  is  
ex c lu s iv e ly  in the m anufactu re  and d is tr ib u tio n  of m in e ra l 
a c id s  which a re  by th e i r  v e ry  n a tu re , cheap  m a te r ia ls ,  and 
th e re fo re  ones fo r  w hich th e  c a r r ia g e  elem ent becom es of 
ex trem e im p o rtan ce .
A lthough we a r e  a  m ajo r co n ce rn  in  the  ac id  b u s in e ss  in  S outh  
E a s t  E ng land , we a r e  no t a b le , fo r  th e  re a s o n  of c a r r ia g e  c o s t, 
to  e x p o rt to the  co n tin en t, n o r  can  C on tinen tal m an u fac tu re rs  
econom ically  sh ip  com petitive  m a te r ia ls  a c r o s s  the C h an n e l."
-  "A s th is  Company h as been d eep ly  com m itted w ithin E E C  fo r  many 
y e a r s  UK M em bership of the  EE C  h as  not had a  d is c e rn a b le  e f fe c t ."
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"H aving r e a d  yo u r q u e s tio n n a ire  we could  only  o ffe r  neg ativ e  
in fo rm ation  and such  in s ig n ific a n t fa c ts  a s  would be of no 
s ta t is t ic a l  h e lp , on accoun t of th e  v e ry  lim ited  tra d e  w hich any 
of o u r  a s so c ia te d  com panies have been ab le  to  conduct w ith  EEC  
c o u n tr ie s ."
" A fte r  c lo se ly  study ing  the  q u e s tio n n a ire , we fe e l th a t th e  
m ajo rity  of q u estio n s  apply  m ore p a r t ic u la r ly  to  w holly-ow ned 
B r it is h  com panies r a th e r  than  to  B r it is h -b a s e d  s u b s id ia r ie s  of 
in te rn a tio n a l o rg a n is a tio n s . The o v e rs e a s  p a re n ts  of many 
s u b s id ia r ie s ,  such  a s  o u r ow n, had a lre a d y  e s ta b lish e d  fu r th e r  
s u b s id ia r ie s ,  w ith m anufactu ring  o p e ra tio n s , in  the  o r ig in a l 
EE C  c o u n tr ie s  many y e a r s  b e fo re  the a c c e ss io n  to the  UK.
The co n seq u ecn es  of e n try  upon the  UK s u b s id ia r ie s  of such  
o rg a n isa tio n s  a r e  -  a s  w as to be expected  -  qu ite  d if fe re n t to 
the  e ffe c ts  upon a  company w hose so le  m anufactu ring  b a se  l ie s  
in  the  U K ."
"We a r e  a  m u lti-p ro d u c t com pany o rg a n ised  on a  d iv is io n a l b a s is ,  
each  d iv is io n  being autonom ous in m ost a r e a s  and c e r ta in ly  in  
the  f ie ld s  of m ark e tin g . D iffe ren t cond itions e x is t in  the  
v a r io u s  d iv is io n s  and th e re  is  no way in  w hich we can  give you 
an  a p p ro p r ia te  a n sw e r to m ost of the  q u estio n s  p o s e d ."
"With re fe re n c e  to y o u r l e t t e r  in  connection  w ith the s tudy  you 
a r e  conducting , on the  p o ss ib le  econom ic e ffec ts  of jo in in g  the 
E E C , I have to inform  you th a t we sh a ll no t be com pleting and 
re tu rn in g  y o u r q u e s tio n n a ire  a s  i t  is  ab so lu te ly  im p o ssib le  to 
g e n e ra te  a n sw e rs  to the q u estio n s  you p o se , w ith o u r  d iv e rs e  
ra n g e  of a c t iv i t ie s ."
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"I am a f ra id  th e re  would be no poin t in  tak ing  p a r t  in  y o u r su rv e y  
b ecau se  o u r  company i s  a lre a d y  ex ten s iv e ly  re p re s e n te d  in  the  
Common M arket and th e re  a r e  com panies in  e v e ry  m em ber 
c o u n try . "
"My com pany is  p a r t  of a  g roup  of snack  food m a n u fa c tu re rs  w ith 
f a ir ly  b ro a d  in te r e s t s  in  E u ro p e , but owing to  the n a tu re  of o u r 
p ro d u c ts , w hich have a  d isp ro p o rtio n a te ly  high t r a n s p o r t  c o s t 
fo r  e x p o r t , i t  i s  a n tic ip a te d  th a t th e  EE C  w ill no t a l t e r  th e  n a tu re  
of o u r  b u s in e s s ."
"We have given  v e ry  c a re fu l c o n s id e ra tio n  to y o u r p ro p o sa ls  
but we do no t be liev e  th a t o u r  a n sw e rs  to y o u r q u e s tio n n a ire  
would be of much help  to you , p a r t ic u la r ly  s in ce  we would be 
obliged  to le av e  the m ajo rity  of q u estio n s  unan sw ered  on the  
g rounds of com m ercial s e c u r i ty ."
"T he e x p o r ts  of th is  company a r e  p rim a rily  o r ie n ta te d  to w a rd s  
th e  S can d in av ian  m a rk e t, an d , in  s m a lle r  q u a n titie s , to the  
M iddle E a s te r n  c o u n tr ie s ."
"My com pany d id  not ex p o rt b o ile rs  to th e  E E C  c o u n tr ie s  b e fo re  
B r ita in  jo in e d , n o r  have we any im m ediate p ro sp e c t of doing  s o . 
A lthough we u n d e rtak e  the  e x p o rt of quite a  lo t of o u r  b o ile rs  
they  go to Hong K ong, B an g lad esh , M alta, I r a n ,  and o th e r  
c o u n tr ie s  aw ay from  the E E C ."
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"In view  of the  fa c t th a t th is  company d oes not e x p o r t , we a r e  
no t in  a  p o sitio n  to com plete th is  c i r c u la r ,  and r e tu r n  if fo r  
c a n c e lla tio n . "
"We r e g r e t  to inform  you th a t due to ex trem e p r e s s u r e  of w ork 
a t  th e  p re s e n t  tim e, and b e a rin g  in  mind th a t  we do no t env isage  
expanding o u r b u s in e ss  to  th e  E E C  m ark e t in  the  fo re se e a b le  
fu tu re , we a r e  no t in  a  p o sitio n  to p a r tic ip a te  in  th is  s u rv e y ."
"We have re c e n tly  p h ased  ou t th e  AC428 s e r ie s  w hich we 
m anufactu red  owing to  th e  d iff icu lty  in  ob ta in ing  I ta lia n  p an e ls  
from  F r u a ,  and I ta lia n  who d esig n ed  the  Body in  T u r in . We 
hope to be in  p ro d uction  w ith  the  new c a r ,  the  A C 3000, to w ard s  
the  end of the y e a r  an d , in  the  w r i t e r ’ s c o n s id e re d  op in ion , o u r 
jo in ing  the E u ro p ean  Community should  in c re a s e  o u r  o v e rs e a s  
m a rk e t, and he p e rso n a lly  f e e ls  th a t we should  have jo ined  
10 y e a r s  ago o r  m o re . "
CHAPTER VI
THE CA SE ST U D IES: PART TWO
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We devoted both C h ap te rs  V and VI to the c a se  s tu d ie s .
In C h ap te r V , we rev iew ed  the follow ing sec tio n s :
F i r s t : A pproaches to the cho ice  of the  c a s t s tu d ie s
S econd ; D ata co llec tio n  -  c a se  s tu d ies
T h ird : P re se n ta tio n  of the c a se  s tu d ie s
F o u r th : F a c to r  a n a ly s is
With r e g a rd  to  the  fifth  sec tio n , w hich is  co n ce rn ed  w ith  th e  a n a ly s is
of the  c a se  s tu d ie s , we have done the  f i r s t  ap p ro ach  to  the  a n a ly s is , 
namely the  q u a lita tiv e ; d e sc r ip tiv e ; a p p ro a ch .
In th is  C h ap ter we continue w ith the  rem ain ing  a p p ro ach es  to the 
a n a ly s is .  T h ese  a re :
II The q u an tita tiv e  a p p ro ach .
III The com parative  a p p ro a ch .
IV The grouped a p p ro ach .
(*) In C h ap te r V ,p p  143-1 45, we in d ica ted  the  v a r ia b le s  and th e  
method of a n a ly s is  re la tin g  to  each  ap p ro ach .
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II The quan titive  app ro ach
A . A n a ly sis  of the tra d e  f ig u re s  ach iev ed  by the  c a se  study firm s
w ith the  EEC  c o u n tr ie s  in  th e  y e a r s  1973-1975
(•jf )
T he follow ing ta b le , V I-1 , in d ic a te s  the tra d e  f ig u re s  w hich some 
f irm s  w ere  re a d y  to  d is c lo s e .
As is  shown in  the ta b le , some firm s  have done ex trem ely  w e ll, some have 
not and o th e r firm s w e re  not a ffec ted  a t a l l .  One firm , Foden L t d . , 
s ta r te d  tra d in g  w ith the E E C  c o u n trie s  two y e a r s  a f te r  e n try  a t  a  v e ry  
m odest le v e l . The p e rc en ta g e  of ex p o rts  to th e  EE C  of to ta l e x p o rts  in  
1975 w as 1 . 549^. One exam ple of com panies th a t have done ex trem ely  
w ell in  th e  EE C  m arke t i s  SK F (UK) L td , The p e rc en ta g e  in c re a s e  in  
i t s  t r a d e  to  th e  E E C , betw een  1973 and 1975 w as 1 4 0 0 ^ . Exam ples of 
com panies th a t have not been  a ffec ted  by B r i ta in ’s en try  in to  the  EEC  
a r e  O ctel A sso c ia ted , M ars L t d . , and G ala C o sm etic s . T h e ir  tra d e  
volume w ith the EE C  stay ed  about the  sam e.
Q u estions have to be r a is e d  a s  fo r  the  changes in  tr a d e  shown in  tab le  V-1 
and d e sc r ib e d  above.
(a) D oes any change co n stitu te  a  tre n d  fo r  the  in d u s tr ie s  th e se  firm s 
belong  to?
(b) Could th e se  re p re s e n t  a  tre n d  of the UK tra d e  p erfo rm ance  w ith 
the  r e s t  of the  EE C  c o u n tr ie s .
T h ese  q u estio n s  a r e  d isc u sse d  in  the  follow ing a n a ly s is .
(*) The way the tra d e  f ig u re s  w ere  e x p re s se d  d iffe r  from  firm  to firm  
by v a lu e , quan tity  o r  p e rc e n ta g e . T hat we could  not do anything 
about a s  it  w as decided  by th e  f i r m ’s ex ecu tiv es  to m eet the  balance  
they  keep  betw een d is c lo su re  of da ta  and i ts  s e c re c y .
1 9 2
TABLE VI-1
T ra d e  f ig u re s  w ith EEC  C o u n trie s  in  the  y e a r s  1973-1975
Company R ef. N o. and 1 973
D esc rip tio n
(4)
E x p o rt s a le s  to th e  EE C
(5)
T o ta l S a le s  
of w hich 
T o ta l E x p o rt 
0̂ of which 
To E E C
 1974


















E x p o rt tonnes d e sp a tc h es  a s  
p e rc en ta g e  of th e  to ta l 
tonnes d esp a tch ed  1 .2
(7)
E x p o rt s a le s  (an ti knock compound)
E x p o rt s a le s  to  EE C  a s  % of
to ta l e x p o rts  1 5
(8)
T o ta l S a le s  1 1 ,2
of w hich
D om estic S a le s  8 . 8
E x p o rt S a le s  2 .4
of w hich
E x p o rts  to E E C  1 .4
E x p o rts  to ROW 1 .0



















(*) T he p ro d u c t w ith w hich the  company d ea ls  in e x p o rt.
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Company R ef . N o. and 
D esc rip tio n
1973 1974 1975
(11)
T o tal S a le s
of th o se
(1 3)
E x p o rts  to  the  EE C
0  5)
T o tal ex po rt
of which ex p o rt to  E E C
07)
E x p o rt to EE C  
E x p o rt to  ROW
0 9 )
T he company s ta te d  th a t the 
p e rcen tag e  of the  in c re a s e  in  
e x p o rt to the  E E C  c o u n tr ie s  in  
r e a l  te rm s  w as 1 20% (as 1970 = 100) 
fo r  the  p e rio d  1 971 -1 9 7 5 .
As 1971 =1
1 .0 5  1 .0 8
D om estic s a le s  
and ROW ex p o rt
70%
V alue (£000) 
1 .889  1 .693
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N o. of v e h ic le s  
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B . A com parison  betw een the  r e s u l t s  ach iev ed  in  A fo r  each  f irm , 
w ith the  tr a d e  f ig u re s  ach iev ed  by the in d u s tr ie s  they belong to , 
acco rd in g  to the  SITC  C la ss if ic a tio n
T ab le  V I-2 in d ic a te s  th e  tra d e  b a lan ce  w ith  th e  r e s t  of EEC  by 
com m odities, fo r  S e c tio n s  5 to 9 , a cc o rd in g  to  the S IT C  C la ss if ic a tio n .
A s h as  been  s ta te d  b e fo re , the  com m odities of the com panies chosen  a s  
c a se  s tu d ies  fa ll  in to  one o r  o th e r of th o se  s e c tio n s .
It a p p e a rs  th a t the  tr a d e  b a lan ces  of a ll  in d u s try  g ro u p s ; s e c tio n s ; a r e  
not in  th e  fav o u r of UK in d u s tr ie s .  T hat i s  excep t in  S ec tio n  9: O ther 
goods, w hich show s a  tra d e  s u rp lu s .
A ccord ing ly  th e  f irm s  th a t in c re a s e d  th e i r  tra d e  have done so a g a in s t the 
tre n d  of the commodity group w ithin  w hich i t  f a l l s ,  w hile th o se  firm s  th a t 
have e x p e rien c e d  sh if ts  in  th e ir  home m arke t in  fav o u r of th e i r  EEC 
c o m p e tito rs , c o rre sp o n d e d  w ith th e  tra d e  b a lan ces  of th e ir  re le v a n t 
commodity g ro u p .
H ence it h as to  be a  sp ec ia l advan tageous com petitive p o sition  p o s se sse d  
by th o se  ind iv idua l f irm s  which im proved  th e ir  t r a d e .
C . R ela tin g  the a n a ly s is  in  A and B to the  tr a d e  p e rfo rm an ce  of the  
UK w ith the  r e s t  of EE C
T able  V I-3 in d ic a te s  th e  UK b a lance  of tra d e  with the r e s t  of the  EE C  in 
the y e a r s  1 973-1 975. F o r  each  y e a r  the v is ib le  b a lance  w as in  the favour 
of th e  r e s t  of the E E C . D uring th o se  y e a r s  the  tr a d e  d e fic it in c re a s e d
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from  £1 ,165m to  £ 2 ,006m, th en  to  £ 2 ,348m re sp ec tiv e ly #
Again the  t r a d e  d é fic its  d e sc rib e d  a r e  co n s is te n t w ith  th e  tr a d e  d e fic its  
th a t the  g ro u p s  of com m odities show ed in  T ab le  V I-2 .
H ence, we could  r e a d  from  th a t th a t any firm  which im proved i t s  t ra d e  
w ith the  r e s t  of EE C  in  the  p e rio d  1 973-1 975 h as  done so a g a in s t the 
tre n d  of UK tra d e  w ith the r e s t  of the E E C .
The a n a ly s is  of the  r e s u l ts  of th is  q u an tita tiv e  a n a ly s is  w ill be linked  
with the  r e s u l t s  ob ta ined  from  the  o th e r  a p p ro a c h e s .
(*)
Table V I-2
C rude tra d e  ba lan ce  w ith r e s t  of E E C  by Commodity
t m illions
S o u rce ; OTS B a s is
SITC (R ) S ec tio n 1973 1974 1975 T o tal
5 C hem icals -  33 -107 -  6 -146
6 O th er sem i-m anufac. +1 82 -142 -184 -144
7 M achin, & T r a n s .  E qu ip . -321 -262 -229 -812
8 O ther M anufactures -103 -127 -1 27 -357
9 O th er Goods + 27 + 20 + 27 + 74
T otal -248 -618 -519 -1385
T ab le  V I-3
UK B alance  of T rad e  w ith  r e s t  of EE C  1973-1975
 ̂ E xp o rt s FOB
t m illions 
Im ports FOB V isib le  B al.
E x p . a s  a 
P r o p o r t ,  of im p.
1973 3943 (+39) 5108 (+49) -1165 7 7 .2
1974 5565 (+41) 7571 (+48) -2006 7 3 ,5
1975 6258 (+1 2) 8606 (+14) -2348 7 2 ,7
S o u rce : B alance  of payment b a s is .
(*) U se of c ru d e  tra d e  ba lan ce  -  (ex p o rts  FO B le s s  im ports  CIF) 
h as  a  d e fic ien cy , th a t is  the in te r a l ia  d iffe ren ce  in  v a lu a tio n . 
We w ere  obliged to  u se  it  a cco rd in g  to  a v a ila b ili ty .
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III C om parative app roach  
C om parison of the  p ilo t and main su rv e y s
In C h ap te r IV we an a ly sed  the d a ta  obtained  a s  a r e s u l t  of the p ilo t 
su rv ey  conducted  in  1974, A prim e o b jec tiv e  of the in v estig a tio n  w as 
to a s s e s s  the  ex p ec ta tio n s  of the com panies ap p ro ach ed .
In 1976, when we co n s id e re d  the c a se  s tu d ie s , we w ere  aw are  th a t a  
sam ple of com panies th a t re sp o n d ed  to  the p re lim in a ry  q u e s tio n n a ire  
had to be in c lu d ed . T h is w as to com pare o rig in a l expectations w ith  
a c tu a l r e s u l t s ,  and  then  exp lain  the  re a s o n s  fo r  d iv e rg e n c e , if an y .
T ab le s  V I-4  to  V I-7  in d ica te  a  sum m ary of the  fa c to rs  a s s e s s e d ,  
e x p ec ta tio n s , and a c tu a l r e s u l t s  ob ta ined .
The fa c to rs  a s s e s s e d  fo r  the pu rp o se  of th is  com parison  a re :
T ab le  V I-4 : In c re a s e  of s a le s  volume b ecau se  of ta r if f  re d u c tio n s .
T ab le  V I-5 : E ffec t on tra d e  due to B r i ta in ’ s m em bership  of the E E C .
T able  V I-6: H elp to tra d e  due to devaluation  of the  £•
T able V I-7 : In c re a s e d  com petition in  the  UK m arke t from  firm s in
the  o th er E E C  c o u n tr ie s .
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C om parison  betw een O rig in a l E x p ec ta tio n  and R e su lts  O btained
T able  V I-4
Company 
R e f . N o.
F a c to r  A s s e s s e d :-  
In c re a s e  in  S a le s  Volume b ecau se  of T a r if f  R eduction
E x p ec ta tio n R esu lts
1 In c re a s e  of 5-10% T h e re  h as been  h a rd ly  any 
e ffec t.
4 In c re a s e  of 5-10% Could not be a s s e s s e d  b ecau se  
of the UK econom ic cond ition .
5 In c re a s e  of o v e r 25% The effec t of ta r i f f  e lim ination  
is  not m ore than 5-10%
6 Not re le v a n t R ela tiv e ly  sm all im pact
V
8 In c re a s e  of 5-10% T a rg e t h as  been  ach iev ed .
9 In c re a s e  of 16-20% E lim ination  of ta r i f f  helped  
s a le s  enorm ously  but could not 
be q u an tified .
11 In c re a s e  of o v e r 25% The company is  re a c h in g  i ts  
ex p ec ta tion  v e ry  ra p id ly . The 
in c re a s e  is  due a lso  to o th e r 
f a c to r s .
12 In c re a s e  of 5-10% E x p ec ted  in c re a s e  not 
ex p e rien ced  b ecau se  of the 
s t r a in  on c ap a c ity .
13 In c re a s e  of 11-1 5% It is  d ifficu lt to  id en tify . T h e re  
a r e  o th e r num ber of f a c to rs  
co n trib u ted  to  the in c r e a s e .
15 In c re a s e  of o v e r 25% No in c re a s e  a t a l l .
18 In c re a s e  of o v e r 25% T a rg e t a ch iev ed  but ta r if f  is  
ju s t  one fa c to r  and not the m ajor 
re a s o n  to  s a le s  in c r e a s e .
20 In c re a s e  of 5-10% 5% in c re a s e  in  s a le s  volume 




R ef. N o.
F a c to r  A s s e s s e d :-  
E ffec t on tra d e  due to  B r i ta in ’ s m em bership  of EEC
E xpecta tion R esu lts
1 No change No change
4 F a v o u ra b le Not m a te r ia lise d
5 F a v o u ra b le M ate ria lised
6 Not re le v a n t H elped only m ovem ents of 
goods betw een th e  Company 
and i ts  a f f i l ia te s .
8 F a v o u ra b le M ate ria lised
9 U nfavourab le T ra d e  in c re a s e d , but not 
b ecau se  of the e n try .
11 F a v o u ra b le M ate ria lised
12 F a v o u ra b le No change
13 F av o u rab le M ate ria lise d
15 F a v o u ra b le No change
18 F a v o u ra b le M ate ria lised





F a c to r  A s s e s s e d :-  
T he help  to  tra d e  due to devalua tion  of f
E x p ec ta tio n R e su lts
1 Not a t a ll It he lped  to o ffse t the  r a te  of 
in fla tio n
4 M arginally It made ex p o rts  c h eap e r
5 M arginally It a ffec ted  them  s ig n ifican tly
6 S ign ifican tly They w e re  d ire c tly  a ffec ted  
th rough  the c o s t of ra w  m a te ria l
8 S ig n ifican tly The stead y  devaluation  of £  
overshadow ed  the  re d u c tio n  in  
ta r i f f
9 M arginally It d id  not he lp  b ecau se  of the 
econom ic condition
11 M arginally It h e lp ed , but the  g roup  policy 
is  a  de term in ed  fa c to r
12 S ign ifican tly E v e ry  tim e th e  £  fe ll  in  v a lu e , 
i t  made them  m ore com petitive
13 M arginally T he devalua tion  h a s  been 
a b so rb ed  in  p r ic e  in c re a s e
15 M arginally It he lped  in  making ex p o rt 
ch ea p e r
18 M arginally The £  being w eak overshadow ed  
o th e r  adv an tag es  of en try  
( e .g .  e lim ination  of ta r if f )
20 Not a t a ll It is  o ffse t by the in c re a s e  in  




R ef, N o,
In c re a se d  Com petition in  the  UK m arke t from  firm s in  
the  o th e r  E E C  c o u n trie s
E xpec ta tion R esu lts
1 None None
4 In c re a se d  com petition P e n e tra tio n  of the  UK m arket 
h e lped  by m em bership
5 In c re a se d  competition T h e re  a r e  a  num ber of new 
c o m p e tito rs , a l l  w ith  a  v e ry  
sm all sh a re
6 In c re a s e d  com petition No s ig n ifican t im pact
8 In c re a se d  com petition E x p ec ta tio n s  have not been 
fu lly  met b ecau se  of the  
devalua tion  of th e  £
9 In c re a se d  com petition F o re ig n  holding firm s 
in c re a s e d  th e i r  m arke t sh a re  
th ro u g h  th e i r  s u b s id ia r ie s  in 
EE C  c o u n trie s
11 In c re a s e d  com petition Com petition in c re a s e d  but not 
a t the co m p an ies ' expense
12 In c re a se d  com petition E x p ec ta tio n  m a te r ia lise d  and 
th e re  w e re  sh if ts  in  fav o u r of 
com p etito rs
13 None None
15 In c re a se d  com petition No a sse ssm e n t
18 In c re a se d  com petition It h appened , but w ith lim ita tion
20 In c re a se d  com petition T hey a lw ay s  c o n s id e r  it a  
p o ss ib ility
2 0 1
In te rp re ta tio n s  of the a sse ssm e n t in  th e  p receed in g  ta b le s
T ab le  V I-4
A s T ab le  V I-4  show s, a ll the com panies a s s e s s e d ,  excep t one , 
ex p ec ted  in c re a s e s  in  th e ir  s a le s  volume due to  ta r i f f  re d u c tio n . The 
ra n g e  of the in c re a s e s  w e re  from  5% to  o v e r 25%. A fte r th re e  y e a r s  
of m em bersh ip , the  ex p ec ta tio n s  of in c re a s e d  tra d e  have been  met 
only by two com panies of the tw elve f irm s  a s s e s s e d .
C au ses  of d iv e rg en ce  from  the  o rig in a l ex p ec ta tio n s  and r e a s o n s  fo r  
m eeting  the ex p ec ted  ta r g e ts  w e re  a s  fo llow s:
(1 ) E lim ination  of ta r if f s  h a s  h e lped  in  m aking tra d e  le s s  co stly  
a s  i t  r e s u lte d  in  sav ings in  th e  t r a n s f e r  p r ic e s  am ounting to  th e  duty 
w hich w as d u e . H ow ever, betw een  1974 and 1 976, w ith the UK 
economy in  r e c e s s io n  and w ith  the fa ll  in  w o rld  t r a d e ,  it  has  been  
d ifficu lt to  a s s e s s  the  e ffec t of re d u c tio n  of ta r i f f s  on the expec ted  
in c re a s e  of s a le s .
(2) W hatever help  in  in c re a s in g  tr a d e  re s u l te d  from  g rad u a l 
elim ination  of ta r i f f s ,  h as  been e ith e r  o ffse t o r  re d u c e d  by te ch n ica l 
t a r i f f s ,  i . e .  o th e r o b s tac le s  to e n try .
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(3) Q uan tification  of the e ffec t of ta r i f f  e lim ination  w as h a rd  to 
m easu re  in  iso la tio n  a s  o th e r  fa c to r s  a lso  co n trib u ted  to s a le s  in c re a s e .  
In c re a se d  s a le s  e f fo r ts ,  in c re a s e d  in v estm en t, and re o rg a n is a tio n a l 
s tru c tu re  w e re  some of the o th e r  fa c to r s  g iven . D evaluation  of the  £  
a lso  co n trib u ted ,
(4 ) One company c o n sid e re d  th a t th e  e ffec t on tra d e  w as due to  th e  
tra d e  c y c le , r a th e r  th an  a s  a  r e s u l t  of ta r if f  e lim in a tio n . The e ffec ts  of 
the  la t te r  m ere ly  im proved m arke t p e n e tra tio n .
(5) F o r  a company th a t s e l ls  com ponents to a  E uro p ean  p ro d u c e r , 
ta r i f f  elim ination  h a rd ly  helped  th e i r  t r a d e ,  a s  th is  depends on the 
p ro p o rtio n a l co n trib u tio n  of the p a r t  to  the f in a l p roduct an d  the  s a le s  
volume of th a t p ro d u c t.
(6) F a c to rs  th a t w e re  c o n s id e re d  a s  m ajo r re a so n s  fo r  s a le s  
in c r e a s e s ,  o th e r th an  the g rad u a l ta r i f f  re d u c tio n , w ere  te ch n ica l 
s u p e r io r ity  and  th e  s itin g  of s a le s  o ff ice s  in  some EEC  s ta te s .
(7) R e s tra in t  on cap ac ity  w as a  h in d ran ce  to in c re a s e d  t r a d e .
(8) A company did not ach iev e  i ts  ex p ec ta tio n s  b ecau se  of the  home 
m ark e t s itu a tio n . T hey fo re c a s t  the  ex p ec ted  in c re a s e  in  s a le s ,  p lanned 
th e  n e c e s sa ry  investm ent needed  and b u ilt a  new p la n t. Then they  
su ffe re d  a d o w n-tu rn  in  the UK m a rk e t. They e x p e rien ced  cap ita l 
sh o rtag e  a s  they  had to  m eet the co st of financing  the  new p lan t but had 
p roduced  nothing from  i t .  T he EE C  o p e ra tio n  had to  be put b ack ,
(9 ) F o r  a consum er goods company in c re a s e  of s a le s  m a te r ia lise d .
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not only b ecau se  of ta r i f f  re d u c tio n , but a lso  b ecau se  of changes in 
m arke ting  m ethods and p r ic e  f le x ib ili ty ,
(10) T a rif f  re d u c tio n  fo r  one com pany had a  re la tiv e ly  sm all im pact on 
t ra d e  in c re a s e .  A ll i t  enabled  them  to  do w as s a tis fy  dem and from  r e s e r v e  
p ro d u c tio n  fa c i l i t ie s  in  th e i r  a f f i l ia te s  a t tim es when they  would not have 
been  ab le  to  do so from  th e ir  own p ro d u c tio n  f a c i l i t ie s .  T a rif f  red u c tio n  
h e lped  the  movement of goods betw een them  an d  th e i r  a f f i l ia te s  in  the  EEC  
c o u n tr ie s .
H ow ever, th is  w as not n e c e s s a r i ly  the b e s t th ing  to do , e sp e c ia lly  in  a  
la rg e  s c a le , b ecau se  of the  e x tra  c o s ts  th a t a r e  in tro d u ced ; e .g .  fre ig h t 
c o s ts .
(11 ) An obvious re a s o n  fo r  t r a d e  in c re a s e s  to  th e  EE C  c o u n tr ie s  w as 
th ro u g h  p a ss in g  the re d u c tio n  in  d u tie s  to  the  b u y e rs  in  th e  form  of p r ic e  
d e c r e a s e s ,  m aking th e  p ro d u c ts  m ore com petitive . T h is  w as e sp e c ia lly  
so in  c a s e s  w h ere  th e  ta r if f  d u ties  w ere  a t a  high r a t e .
(12) In ab ility  to  in c re a s e  the cap ita l in v es ted  to  m eet th e  ex p ec ted  
s a le s  in c re a s e  w as a  re a so n  given fo r  d iv e rg e n ce .
T ab le  V I-5
In 1974, the  com panies who tra d e d  w ith  the  EE C  c o u n trie s  b e fo re  B r i ta in ’s 
m em bership , w e re  a sk e d  w hat they  ex p ec ted  the e ffe c t on th e i r  t r a d e  would 
be a f te r  th e  UK had jo in ed  the Community. They w e re  to re sp o n d  to th a t 
qu estio n  by a fa v o u ra b le , o r an  unfavourab le  a n sw e r , o r  by no change .
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A s T able  V I-5 sh o w s, out of the  tw elve  com panies chosen  a s  c a se  s tu d ie s , 
and who w ere  p a r tic ip a n ts  in  the  p re lim in a ry  su rv e y , nine com panies in  
1974  expected  a  fav o u rab le  tre n d  in  th e i r  t ra d e  due to  B r i ta in ’ s entry 
in to  the Community, one company fo re c a s t  un favourab le  e ffe c ts , one 
company saw  no change in  th e i r  tra d e :  the  rem ain ing  com panies 
co n s id e re d  th a t UK m em bership  w as not re le v a n t to th e i r  t r a d e  p o sition  in  
the EE C  m ark e t.
In 1 9 7 6 , a s  T ab le  V I-5  in d ic a te s , th e  r e s u l t s  w ere : of th e  nine com panies 
th a t expected  fav o u rab le  e ffec ts  -
6 firm s  have re a l iz e d  th e i r  fo r e c a s ts  
2 firm s ex p e rien c e d  no change 
1 firm  did  not m eet i t s  ex p ec ta tio n s .
The company th a t fo re c a s t  an u n favourab le  e ffect h a s  ex p e rien ced  an 
in c re a s e  in  i t s  t r a d e ,  but not a s  a r e s u l t  of e n try .
The company th a t ex p ec ted  no change did  r e a l iz e  i t s  fo r e c a s t .
The company th a t saw  th e  en try  a s  not re le v a n t to  i t s  t r a d e  p o sitio n  in  
the  EE C  e x p erien ced  an advan tage in  the  movement of goods w ith i t s  
a f f i l ia te s .
The follow ing a r e  the  in te rp re ta tio n s  of the r e s u l t s  obtained  and the 
r e a s o n s  fo r  the d iv e rg e n c e s  ex p erien ced :
(1 ) F o r  a  m u lti-n a tio n a l company who tra d e d  w ith E urope  long b e fo re  
e n try  into the E E C , th e  UK m em bership  h as  not made much d if fe re n c e .
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(2) T rad e  in c re a s e  is  not due to  jo in in g  the Community but to  in c re a s e  
in  e ffo rts  and in v estm en t,
(3) F irm s  w ith  a  sp ec ia l tra d in g  p o s itio n , e ,g .  B r is to l  E ngine 
D iv ision , R -R  (1970) L td , did not ex p ec t any change in  th e i r  t r a d e  w ith 
th e  E E C  co u n trie s  b ecau se  of m em bersh ip . T h e ir  t r a d e  p ra c tic e  depends 
on co llab o ra tio n  program m es in  p ro d u c tio n  w ith o th e r  E E C  c o u n tr ie s . 
T h ese  depend on p o litic a l d e c is io n s , fo r  exanple the  m ilita ry  program m e 
betw een  UK, G erm any and I ta ly .
(4) E n try  in to  th e  EE C  on i ts  own is  not the m ain fa c to r  fo r  the 
in c re a s e d  tra d e  in  th e  c a se  of a company th a t m akes c a r  com ponents. 
C om petition in  th e  E E C  m arket i s  v e ry  s tro n g  w h ere  v e h ic le s  of the  
m em ber s ta te s  a r e  co n ce rn e d , a s  e v e ry  c a r  in d u s try  in  each  EE C  s ta te  
ten d s  to  buy com ponents from  n a tiona l f irm s . H en ce , se ttin g  a  p lan t in  
one of the  E E C  c o u n tr ie s  w as th e  c au se  of s a le s  in c re a s e .  An exam ple is  
F e ro d o  L td  w ith the  h e lp  to  i t s  tra d e  re c e iv e d  from  a  G erm an p la n t,
(5) S tra in  on cap ac ity  and the  home m arket cond itions in  1973-1975 
(d e p re ss io n  and in fla tio n ) w ere  fa c to rs  exp lained  a s  re a s o n s  fo r  dev ia tions 
from  fav o u rab le  ex p ec ta tio n s  to  tra d e  in c r e a s e ,  A no change r e s u l t  w as 
o b ta ined ,
(6) R e s tru c tu r in g  of the s a le s  and m arke t functions and  p e rso n n e l 
w ere  r e a s o n s  given fo r  fav o u rab le  tra d e  r e s u l t s  in  the  m a rk e t. A nother 
re a s o n  w as the re o rg a n iz a tio n  of p roduction  and m ark e tin g  a r e a s  betw een 
a f f ilia te s  o p e ra tin g  in  the EEC  m ark e t.
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(7) Ifeving a foothold in  E u ro p e  b e fo re  UK e n try , e i th e r  th rough  
tra d in g  o r  by d ire c t  m anufactu ring , m eant ju s t  a change in  the  
psychology a t  th e  f irm , but not a  change in  t r a d e .
(8) In ab ility  to  in c re a s e  the  c ap ita l in v es ted  h in d e red  the  expected  
in c re a s e  in  dem and in  the ex tended  m ark e t.
(9) A company w hose r e s u l t s  met ex p ec ta tio n s  in  in c re a s in g  tra d e  
a tr ib u te d  th is  to  the  follow ing fa c to rs :
-  re a so n a b le  p r ic e s  in  com parison  w ith  th e  EEC  com p etito rs
-  em ploying the  r ig h t s o r t  of sa lesm en  and  d is tr ib u to r s
-  m ain tain ing  a  high quality  s e rv ic e .
(10) E n try  in to  the  E E C , in  view  of a  firm  h as  not opened th e  
flo o d g a tes  fo r  in c re a s in g  t r a d e ,  but r a th e r  c re a te d  a  s itu a tio n  w hich 
ex p o ses  people to  th a t l a r g e r  m ark e t. It h as  made UK com panies m ore 
p ro fe ss io n a l than  they  have been  in  the p a s t .  If UK com panies in tend  to 
s e ll  in  th a t m ark e t, they  rm st have a s  good, o r  b e t te r ,  p ro d u c ts  than  th e ir  
EEC  com p etito rs , d e liv e ry  sch ed u les  a t a  com petitive p r ic e .
F a ilin g  to do th a t not only m eans th a t they  w ill not be getting  an  in c re a s e  
in  s a le s ,  but a lso  they  w ill be faced  in th e i r  home m arke t w ith in c re a se d  
com petition from  firm s  in  the  o th er EE C  c o u n tr ie s ,
(11) EEC  m em bersh ip , in  th e  view  of a n o th e r f irm , g ives c re d ib ility  
w ith th e ir  c u sto m ers  a s  they  have now developed  a p ro -E u ro p e a n  b ia s .
(12) A company a ttr ib u te d  i ts  s a le s  in c re a s e  wholly to B r i ta in ’s 
a c c e s s io n  to  th e  EE C  m ark e t. They would have expec ted  th e i r  volume of 
t ra d e  to  have been lo w er had B rita in  not jo in ed  the Community.
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(1 2a) E n try  in to  the EEC  helped  a company to m eet in c re a s e d  s a le s  in 
the  home m arke t and not in  the E E C . It d id  help  in  moving goods betw een 
them and th e i r  a f f ilia te s  in  the E E C  c o u n tr ie s  when n eeded .
T ab le  VI-6
The fa c to r  a s s e s s e d  fo r  com parison  betw een  ex p ec ta tio n s  in  1974 and 
w hat had happened by 1976, is  sum m arised  in  T ab le  V I-6 , T h is  is  the
e ffec t of the  devalua tion  of th e  £ on t r a d e  w ith  the EEC  c o u n tr ie s  a f te r  
the UK m em bersh ip . The re la te d  q u e s tio n , in  1974, a cco rd in g ly  c a lled  fo r  
an  a n sw e r  on i t s  e ffec t on tr a d e  in  one of th re e  op tions: s ig n ific a n tly , 
m a rg in a lly , o r  not a t a l l .  The s c o re s  of the  e x p e c ta tio n s , a s  T ab le  V I-6 
in d ic a te s ,  w e re :
3 com panies ex pec ted  sig n ifican t h e lp  to th e i r  t r a d e ,
7 com panies ex pec ted  m arg inal he lp  to th e i r  t r a d e .
2 com panies expec ted  no help  a t a l l .
What h a s  happened , a s  each  company s e e s  i t :
(1 ) D evaluation  of the  £ helped  in  making the p ro d u c ts  c h e a p e r  fo r
e x p o rt. It is  d ifficu lt to  quantify  the  e ffec t b ecau se  i t  came a t  a  tim e 
when in fla tio n  w as in c re a s in g  and a b so rb in g  th e  e ffec t of the  d ev a lu a tio n ,
(2) It did not help  the  tra d e  b ecau se  du rin g  th a t p e r io d , 1974-1976, 
the p e rfo rm an ce  of the UK economy w as p o o r ,
(3) It he lped  to  o ffse t the r a te  of in fla tio n  a s  i t  com pensated  
the  in c re a s in g  co s t of the  in p u ts .
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(4) A company th a t im ports  8 0 ^  of i ts  raw  m a te ria l w as d ire c tly
a ffec ted  by the devaluation  of the  £ a s  p roduction  c o s ts  in c re a s e d . At 
the sam e tim e it  helped  th e i r  ex p o rt p e rfo rm an c e . »
(5) D evaluation  of the £ a ffec ted  th e  t r a d e  of a  company to  a g re a te r  
ex ten t th a n . the  e lim ination  of ta r if f s  w hich w e re  only 5%.
(6) The £ being weak has  overshadow ed  th e  ad v an tag es  of jo in ing  the  
E E C  which has  been n o ticeab le  in  one advan tageous a r e a ,  i . e .  the  e lim ination  
of t a r i f f s .
(7) A company w hose p r ic e s  a r e  quoted in  US ÿ  and de term in ed  by the  
g ro u p , kep t a  flex ib le  p ric in g  policy  by quoting  the  £ o r  th e  US 
w h ich ev er w as m ost com patible and p ro f i ta b le . A gain re g a rd in g  th e  
t r a n s f e r  of goods betw een the  g ro u p s ’ a f f i l ia te s ,  the c u rre n c y  quoted
i s  de term ined  by the  p a re n t company to  com plem ent the  s a le s  p r ic in g  
p o lic y .
(8) It helped  s ig n ifican tly  a company w hose im port b ill fo r  raw  
m a te r ia ls  s tayed  the sam e. T hat w as b ecau se  the home p r ic e s  w ere  
taken  into accoun t by the  fo re ig n  d e a le r s .
A g e n e ra l sh a red  e ffec t betw een a ll the com panies w as th a t the  
devalua tion  of the  £ has com pensated  fo r  th e  in c re a s e  in  the r a te  of 
in fla tio n .
209
T ab le  V I-7
In th is  tab le  we a s s e s s e d  th e  expected  in c re a s e  of com petition in  the  UK 
m ark e t from  firm s in  th e  o th e r  EE C  s ta te s  in  the y e a r s  1974-1976, As 
T ab le  V I-7  r e a d s ,  a l l  the firm s a s s e s s e d ,  ex cep t fo r  tw o, ex pec ted  th a t 
f irm s in  the  E E C  c o u n trie s  would expand th e i r  tra d e  to the  UK m arket a s  
a  re s p o n se  to the UK m em bership  and the  consequent g rad u a l re d u c tio n  
in  ta r i f f s .
A gain T ab le  V I-7  su m m arises w hat happened to  th e se  e x p ec ta tio n s , an d  
the follow ing a r e  exp lana tions:
(1 ) P e n e tra tio n  of the UK m arket by EE C  c o u n tr ie s ’ com p etito rs
w as helped  by B r i ta in ’ s e n try  to the  Common M arket,
(2) M ulti-na tional com panies in  c o u n tr ie s  not m em bers of th e  E E C , 
e .g ,  USA o r  Sw eden , in  re a l iz in g  the opportun ity  o ffe red  to  them  in  a 
la r g e r  m ark e t, E u ro p e , have put g re a te r  e ffo rt and new investm ent in  
p lan t in  E E C  c o u n trie s  to com pete in  the  Com m unity’s m arket w ith th e  
n a tio n a l f irm s  in  the  E E C , A s a r e s u l t  some national UK firm s 
ex p e rien ced  in c re a s e d  com petition  in  the  home m arke t from  such  com panies,
(3) F o r  a  firm  th a t p ro d u ces  a  highly sp ec if ie d , and  te ch n ica lly  
s u p e r io r  p ro d u c t, th e  UK m em bership  h as  not had an  im pact on com petition  
in the UK m a rk e t,
(4) P e n e tra tio n  of the UK m arket by firm s from  the  EE C  co u n trie s  
w as cau sed  by in tro d u cin g  ty p es  of p roduct new to the  UK m a rk e t. T h is  
w as backed up by prem ium  p r ic e ,  an in ten s iv e  a d v e r tis in g  cam paign , a 
novel form  of d isp la y , and  an e ffic ien t d is tr ib u tio n  n e tw o rk . T h ese  fa c to rs
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in c re a s e d  com petition in  th e  home m arke t fo r  a  UK consum er goods firm , 
r a th e r  than  the  new cond itions c re a te d  fo r  EEC  co m p etito rs  due to  
B r i ta in ’s m em bership ,
(5) A firm  w hich expected  the  com petition  in  th e  UK m ark e t to be the  
same a f te r  the m em bership  w as a c c u ra te  in  i ts  fo r e c a s t .  I ts  p roduction  
w as b ased  on qua lity  w hich m eets the b u y er ’ s s ta n d a rd s  in  th e  home 
m arke t th a t s im ila r  p ro d u c ts  in  the E E C  did not m eet. T h is  com pany, 
F e ro d o  L t d , , has an  advantage o v e r i t s  EE C  com p etito rs  in  th a t i t  not 
only p ro d u ces  w hat i s  su itab le  fo r  th e  UK m a rk e t, but a lso  p ro d u ces  
w hat the E E C  m arket r e q u i r e s .
(6) A sm all company in  th e  c a r  in d u s try , Foden L t d . , s ta te d  th a t 
th e re  is  com petition coming from  the G erm ans and  F re n c h  in  the  UK 
m ark e t. H ow ever, i t s  sh a re  of th e  home m arke t h as  not been  a ffe c ted . 
T h is  in c re a s e d  com petition a ffec ted  B r i t is h  L e y la n d ’s sh a re  of the 
m ark e t,
(7) In th e  clothing in d u s try , p en e tra tio n  of the  UK m ark e t is  d ifficu lt 
b ecau se  of p r ic e  d iffe ren tia tio n  and  th e  tim e needed  fo r  co m p etito rs  to 
ad ju s t the p ro d u c ts  to  new s ty le s  and  d e s ig n s .
(8) EE C  co m petito rs  expanded th e i r  t r a d e  to the  UK m a rk e t, but 
a s  one firm  put i t ,  ’’not a t th e ir  ex p en se ” . The re a so n s  given w ere
an  in c re a s e  of to ta l dem and d esp ite  th e  g e n e ra l r e c e s s io n ,  and  advan tages 
in  p r ic e s  and q u a lity ,
(9) D evaluation of the £ w as a  fa c to r  of d iv e rg en ce  from  ex p ec ta tio n  
of in c re a s e d  com petition in  the UK m arke t by EEC  f irm s , a s  i t  made th e ir  
p r ic e s  d e a r e r  re la t iv e  to  th o se  of home p ro d u c ts .
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(10) C o n cen tra tion  of b u y e rs  on a  num ber of m ajor m an u fac tu re rs  in 
the UK made i t  e a s ie r  fo r  EE C  firm s  to  get to know th e  dem and re q u ire d  
and so ge t involved  in  th e  m ark e t,
(11) The UK, being  a  v e ry  big p o ten tia l m a rk e t, p robab ly  the  la rg e s t  
ou tside  W est Germ any fo r  c e r ta in  com m odities, e ,g ,  packaging  and  packaging  
m a te r ia ls , o ffe red  the n e c e s sa ry  psycho log ica l e ffec t on th e  EEC  
co m p etito rs  to begin  o p e ra tio n s  in  i t ,
(12) The EE C  g la s s  p r o c e s s o r s ,  and the B elg ians in  p a r t ic u la r ,  have 
in c re a s e d  th e i r  s a le s  to  the UK m a rk e t, not only b ecau se  the  UK has 
jo in ed  the Community, bu t a lso  b e ca u se  of th e  ex trem ely  low p r ic e s  they 
w e re  ab le  to  q u o te ,
(13) EE C  m an u fac tu re rs  w e re  ab le  to  have a  s h a re  in  the  UK 
e n g in ee rin g  m arke t by lo ca tin g  new p lan ts  h e r e .  T hey w ere  en co u rag ed  
by th e  low lab o u r c o s t in  B r i ta in ,
(14) Sm all EE C  m an u fac tu re rs  w e re  ab le  to c a p tu re  a  sh a re  of the  
UK m arket from  la rg e  B r it is h  m an u fac tu re rs  due to  th e  b e t te r  s e rv ic e s  
they  p ro v id e d . H ow ever they  did not p ose  a  s e r io u s  th r e a t .
IV G rouped A pproach
A , S iz e  of the firm
A s s ta te d  b e fo re , when we chose  th e  c a se  s tu d ie s  we w e re  aw are  tha t they 
should  be a r e p re s e n ta t iv e  sam ple, hence  they  should  inc lude  la rg e ,  
medium and sm all f irm s . E ach  s ize  d if fe rs  from  the  o th e r in  s t r u c tu r e .
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in te rn a l and  e x te rn a l e lem en ts , and  in  b eh av io u r . A ccord ing ly  th e se  
d iffe ren c es  a ffec t the  perfo rm ance  of each  s iz e ,  induce i ts  a ttitu d e , 
and  govern  i ts  s itu a tio n  in the  E u ro p ean  Community,
H ow ever, we ought to  m ention th a t th e  a n a ly s is  a cco rd in g  to  s iz e  of firm , 
u n d e r the  g rouped  ap p ro ach  is  condensed  and  e x p lan a to ry , s in ce  it  is  
p a r t  of a  w ide scope of a n a ly s is  and s in ce  th e  d e ta iled  in v estig a tio n  of 
such  a fa c to r  would be the su b jec t of a  s e p a ra te  and com prehensive  study 
th a t invo lves many num bers of v a r ia b le s .  T h ese  a r e :
-  C h a ra c te r is t ic s  ( e ,g ,  ty p es  of u n d e rtak in g , tu rn o v e r , 
c ap ita l input) •
-  Econom ic fu nc tions ( e ,g ,  p ro d u c tio n , d is tr ib u tio n , a f te r - s a le s  
s e rv ic e )  ,
-  The im portance  of each  s iz e  fo r  the economy and so c ie ty  
( e ,g ,  em ploym ent, tira in in g , d is tr ib u tio n  of w ealth  and 
so c io lo g ica l im p o rtan ce , te ch n ica l p r o g r e s s ,  p ro te c tio n  and 
shaping  of e n v iro n m en t),
-  In te rn a l s t ru c tu re  ( e ,g ,  la b o u r , c o s t ,  a s s e t s ,  l ia b i l i t ie s ,  
e x p e n d itu re , o rg a n iz a tio n ) ,
-  E ffe c ts  of n a tiona l p o lic ie s  ( e ,g ,  econom ic p o licy , re g io n a l 
p o licy , so c ia l p o lic ie s , com petition  p o licy , f is c a l  p o licy ),
-  P r iv a te  o r  s e m i-s ta te  a s s is ta n c e  ( e ,g ,  b u s in e ss  a s s o c ia tio n s ) .
M oreover the se tt in g  up , the  m ethodology and  the  o b jec tiv es  of such  a 
study would be d iffe ren t from  th o se  of o u rs .
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(1 ) P o s itio n  of sm a ll-s iz e  firm s
The follow ing is  an a n a ly s is  of th e i r  p o sition  in  th e  m arke t:
-  B r i t a in 's  a c c e ss io n  to  the Community m eant noth ing  to  some 
sm all firm s a s  th e i r  cap ac ity  w as not in  a  p o sition  to  be 
s tre tc h e d .
-  C h a ra c te r is t ic s  and  sp ec ia l fe a tu re s  w e re  o b s tac le s  to  tra d in g  
w ith the  Community:
i .  Weak n ego tia ting  p o sition  in  both buying and  s e ll in g .
i i .  D ecision  making being the  so le  re sp o n s ib il ity  of the 
m an ag er, who is  u su a lly  the  o w n er, and  lack ing  the 
feupport of p re -d e c is io n  p r o c e s s e s ,  e .g .  m arke t 
r e s e a r c h ,
i i i .  D ifficulty  in  ob ta in ing  funds from  the c ap ita l m a rk e t,
iv . The execu tive  s taff not sp e c ia liz e d  to  any r e a l  ex ten t,
V. A bsence of technology and R & D p rog ram m es,
-  M ainly, th e ir  tra d e  is  in  the lo c a l m a rk e t, s in ce  they  enjoy 
c o n s id e ra b le  flex ib ility  in  m eeting ind iv idua l re q u ire m e n ts  and 
sp e c ia l o rd e r s .
-  They lack  the o rg an isa tio n  th a t is  needed  to  deal w ith  a  m arket 
a s  la rg e  a s  th a t of the  E E C ,
-  C om petition conditions a re  not in  th e i r  fa v o u r, s in ce  they  cannot 
com pete w ith th e  la rg e  firm s ' p r ic e s  a s  they lack  te ch n ica l 
e ffic iency  and  econom ies of s c a le .
214
L anguage b a r r i e r s ,  the  bu rden  of p a p e r-w o rk , and  th e  c o s t  of 
t ra n s p o r ta tio n  w orked  a s  an o b s tru c tio n  to  t r a d e .
Lack  of p a s t e x p e rien c e  in  tra d in g  in  th e  m a rk e t, a s  a g a in s t 
some co m p etito rs  who had  a  foothold in  the UK m ark e t, w e re  
d isad v a n ta g es .
Sm all f irm s a r e  not m ark e t le a d e rs  in  p r ic e ,  p ro d u c t 
sp e c if ic a tio n s , o r  in n o v a tio n s , so i t  i s  th e i r  co m p etito rs  a t home 
and in  the  EE C  who d ic ta te  te rm s and  p ra c t ic e s  th a t th e  sm all 
f irm s  cannot a ffo rd  to  fo llow , le t  a lone  com pete a g a in s t .
P lan n in g  p ro d u c t p rogram m es a r e  p ro h ib ited  by the r e a l i ty  of 
th e i r  p ro d u c tio n  p r o c e s s e s ,  w hich a r e  u su a lly  conducted  
a cc o rd in g  to o rd e r s  re c e iv e d  a t sh o r t n o tic e . T h is  i s  not a  
fav o u rab le  condition fo r  p en e tra tin g  the m a rk e t.
E ffo r ts  made to  a p p ro a ch  the  m arke t a s  exp lained  in  two c a s e  
s tu d ie s:
V is its  to p o ten tia l cu sto m ers  .
A d v ertis in g  cam paigns.
The two firm s  s ta te d  th a t the f i r s t  ap p ro ach  had  not p ro d u ced  
any r e s u l t s  in  te rm s  of o r d e r s ,  and the second  w as d isco n tin u ed  
a s  i t  p roved  to be co stly  and w as a lso  not v e ry  su c c e s s fu l.
L ong tra d e  p ro sp e c ts  w e re  fa in t, a s  one sm all m an u fac tu re r 
re c e iv e d  only one o rd e r  from  the m a rk e t. T h is  even w ent w rong  
when it came to paym ent.
P ro s p e c ts  of trad in g  w ith  c o u n trie s  in  A frica  and the Middle E a s t ,  
o th e r  than  in  E u ro p e , w e re  m ore p ro m isin g , s in ce  com petition  
from  n a tio n a l firm s in  th e se  m ark e ts  a r e  e ith e r  r a r e  o r  p rim itiv e .
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Expanding in  the EEC  m arke t by buying new p lan t th e re  w as 
d ism issed  on the g rounds of lack  of c a p ita l .  The r e v e r s e  w as 
p o ssib le  fo r  a  firm  ex pec ted  to  be a c q u ire d  by an E E C  firm .
(2) P o s itio n  of m edium -size  firm s
A s we in d ica ted  in  C h ap ter IV , the  fa c to r  th a t we depended on to  c la s s ify  
the m anufacturing  u n its  a s  la rg e ,  medium o r  sm all, w as the  num ber of
(■X-)
em ployees. The medium s iz e  firm s n e a r  the b o u n d arie s  of the sm all 
s iz e  o r  the la rg e  firm  c a te g o ry , ten d  to  follow  the  c h a r a c te r is t ic s ,  
f e a tu re s ,  s tru c tu re  and p erfo rm an ce  of th a t o th e r  g ro u p . C onsequently  
we find  m ost l i te r a tu r e ,  c ase  s tu d ie s  and r e s e a r c h  c o n cen tra tin g  only 
on the  sm all, la rg e  and in te rn a tio n a l o r  m u ltina tional o p e ra tio n s . T h is  
is  fo r  s e v e ra l  r e a s o n s .  F i r s t ly ,  th e se  g ro u p s a r e  dominant in  b u s in e ss  
e n te r p r i s e s ,  secondly  those s iz e s  a r e  c le a r  cut to  be follow ed and 
an a ly sed  and , th ird ly , b ecau se  of th e  flo a tin g  c h a r a c te r is t ic s  th a t 
m ed ium -sized  firm s enjoy ,
(77)
P r o fe s s o r  R . E . T hom as, a s  he ev a lu a ted  b u s in e ss  policy s tu d ie s , 
d rew  a tten tio n  to the  p ro d u c t life  cycle  a s  i t  e m erg es , m a tu re s , then  
d e c lin e s . We can c o n s id e r  the m ed ium -sized  firm  a s  fa llin g  in to  one of 
the  two f i r s t  s ta g e s , em ergen t and m atu rin g , a s  f a r  a s  i t s  expansion  is  
co n ce rn ed  and not i ts  p roduct c y c le . It i s ,  in  th e se  two s ta g e s  of i t s  life  
th a t i ts  c h a r a c te r is t ic s  flo a t betw een the  o th e r  two s iz e  g ro u p s .
(*) Up to  499 re g a rd e d  a s  sm all f irm .
500 -  1 999 re g a rd e d  a s  medium firm , 
2000 & o v e r re g a rd e d  a s  la rg e  firm .
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The e x p erien ce  th a t we d rew  out of the  c a se  study firm s is  ev idence to 
the  above o b se rv a tio n . As we a n a ly se d  the r e p l ie s  in  th e  above 
d e sc r ip tiv e  ap p ro ach  we did not find  any sp ec ia l fe a tu re s  th a t governed  
the  p o sitio n  of th e  m ed ium -sized  firm s  in  the en la rg ed  m a rk e t.
H ow ever, th e  d is tin c tio n s  betw een  them  and the o th e r s iz e -g ro u p s  a re  
a s  fo llo w s :-
-  T hey n e ith e r  sh a re  w ith  th e  sm all f irm s the  d é fic ien c e s  which 
h in d e r th e i r  p o sition  in  the m ark e t, n o r do they enjoy the 
fo rc e s  th a t enhance th e  p e rfo rm an ce  of the la r g e - s iz e  
g ro u p .
-  S p a re  cap ac ity  w as a  fe a tu re  th a t h e lp ed  them  to p e n e tra te  
the m ark e t.
-  P o te n tia l expansion  a s  an  o b jec tiv e  c o n s titu te s  a  p re fe ra b le  
ap p ro ach  to the e n la rg e d  m ark e t,
-  R isk , en thusiasm  and ex p lo ra tio n  a r e  m ed ium -sized  b eh av io u ra l 
co n cep ts  needed to e n te r  in to  a  com petitive m arke t a s  su ch ,
-  A s they  a re  u su a lly  in  th e  m atu rity  s tag e  of th e i r  cy c le  
( i . e .  adap tab le  to  changes and new id e as)  flex ib ility  in  
ad ap ta tio n  to  the re q u ire m e n ts  of the  m arket w as a v a ila b le .
(3) P o s itio n  of la r g e - s iz e  firm s
We id en tified  the  la r g e - s iz e  firm s in  th is  s tudy  a s  th o se  tha t employ 2000 
em ployees and o v e r , but th e  te rm  la r g e - s iz e  is  a  w ide concept u n le ss  
c le a r ly  id en tified .
217
O th e r id en tific a tio n s  c r i t e r ia  could  follow : tu rn o v e r , c a p ita l input 
o r  q u a lita tiv e  c h a r a c te r is t ic s  lik e  management, o rg an iza tio n  and  form s 
of f in a n c e .
( 78)It a lso  in c lu d es  th o se  firm s th a t P r o fe s s o r  R . E ,  Thomas te rm ed  
” . . .  engage in  in te rn a tio n a l t r a n s a c tio n s , w h e th e r a s  im p o r te rs , 
e x p o r te rs  o r  p ro v id e rs  of s e r v ic e s  in te rn a tio n a lly  . . . ” It in c lu d es  too 
th o se  firm s in  w hich, a s  he put i t ,  ” . . .  a  m inority  th a t a c tu a lly  goes so 
f a r  a s  to a c q u ire  a  firm  a b ro a d  ( in te rn a tio n a l o p e ra tio n s) . . .  o r  th o se  
firm s th a t • • • r e p re s e n t  an  ex ten s io n  of in te rn a tio n a l o p e ra tio n s  . . .  to  
the point w here  the  in te r e s t s  of the  o rg a n isa tio n  tiranscend  th o se  of any 
co un try  in  w hich i t  o p e ra te s ,  includ ing  th a t from  w hich i t  o rig in a te d  
(m u ltina tionals)” .^ ^
W hatever th e  concep t th a t would b ran d  the  f irm  a s  la rg e  in  s iz e , they 
a ll  sh a re  c e r ta in  fe a tu re s  and c h a r a c te r is t ic s  (c a rry in g  d iffe ren t 
w eigh ts ) th a t g ives them a sp e c ia l p o sitio n  and  a ffe c ts  th e ir  p e rfo rm ance  
in  the  e n la rg ed  m ark e t. The follow ing is  an  a n a ly s is  of th e ir  position  
and th o se  e ffe c ts ,
-  They enjoy te ch n ica l e ff ic ie n cy , and  econom ies of sca le  
th a t enab le  them to  com pete ag a in s t r iv a ls  *p r i c e s .
-  A pplying th e  la te s t  in  technology and  having co n stan t u se  of
th e  R & D d e p a rtm en ts ,
-  A b ility  to  r a i s e  th e  funds needed  fo r  expansion  in  th e  m a rk e t,
(*) Op. c i t .  R e f ,  N o , 78 ,
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The re la tio n sh ip  w ith  th e i r  a ff ilia te d  .com panies in  v a r io u s  E E C  
c o u n tr ie s , he lps in  re a llo c a tio n  of f a c to rs  of p roduction  and  
fina l p ro d u c ts .
F o r  com panies th a t had p lan ts  in  one o r  m ore of the  EEC  
c o u n tr ie s , en try  did not a ffec t th e i r  o p e ra tio n s . T h u s , d ec is io n s  
to  s ta r t  new v e n tu re s  depended e n tire ly  on th e i r  investm ent 
p rog ram m es, the econom ic cond itions in  the  co u n try  invo lved , 
and on th e  v iab ility  of the new  o p e ra tio n .
O v e rse a s  expansion  i s  a  way of g row th  and  su rv iv a l fo r  la rg e  
f irm s . The EE C  (am ongst o th e rs )  w as a fa m ilia r  m arke t in  
th a t r e g a r d ,  e sp e c ia lly  w hen c o n ce n tra tio n  a t home had ex hausted  
the  m arke t o r  when th e  dom estic  econom ic s itu a tio n  p rev en ted  them  
grow ing .
A s in te rn a tio n a l tra d e  and investm en t have w eakened the lin k s  
binding la rg e  firm s to  th e ir  n a tiona l econom ies, o v e rs e a s  s a le s  
and  o v e rse a s  p roduction  acco u n ts  fo r  a su b s ta n tia l p ro p o rtio n  of 
th e ir  to ta l ou tpu t. A gain the E E C  c o u n tr ie s  w ere  a  n a tu ra l 
tra d in g  o u tle t.
H arm onisation  p lans fo r  the  E u ro p ean  o p e ra tio n s  w e re  put 
fo rw a rd  b efo re  e n try  and  ex ecu ted  a f te r  th e  a c c e ss io n  to  the  
m ark e t.
L a rg e  f irm s , e sp e c ia lly  th e  m u ltin a tio n a ls , have th re e  fe a tu re s  
w hich a re  in g re d ie n ts  of s u c c e s s .  T h ese  a r e  b e tte r  
com m unications, im proved o rg a n isa tio n  and co n tro l w ith in  th e  
f irm , and r i s in g  incom e.
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They tend  not to be evenly  d is tr ib u te d  a c r o s s  in d u s tr ia l  s e c to r s ,  
but a r e  co n cen tra ted  in a  lim ited  ra n g e  of a c t iv i t ie s .  In g e n e ra l , 
they  a r e  to be found in  in d u s tr ie s  w ith  some of the  follow ing 
c h a r a c te r is t ic s ;  th e  o p e ra tio n s  a r e  cap ita l in te n s iv e , the  
p ro d u c ts  a r e  highly d iffe re n tia te d , and  m arketing  s k il ls  p lay  a 
m ajor p a r t .
M ultinational com panies p u rc h a s in g  p o lic ie s  w ere  b e t te r  p laced  
a s  they  a re  s itu a ted  in  m ost of the  E E C  c o u n trie s  and  hence 
could n eg o tia te  supply  ag reem en ts  a c r o s s  the C on tinen t. They 
a lso  might have o p e ra tio n s  in  e x tra c tiv e  in d u s tr ie s  w hich enab le  
them  to  obtain  a c c e s s  to  ra w  m a te r ia l su p p lie s .
B , S p ec ia l fe a tu re s  firm s  may p o s s e s s  w hich give them a  sp e c ia l
p o s itio n  in  the  ex tended  m arke t
Some m an u fac tu re rs  p o s se s s  sp ec ia l f e a tu re s  and c h a r a c te r is t ic s  w hich 
helped  them  in p e n e tra tin g  th e  e n la rg ed  m a rk e t. T h ese  inc lu d e  th e  
f ollow ing:
-  P a s t  ex p erien ce  in  tra d in g  w ith  c o u n tr ie s  in  the  E E C , h e lp ed  in  
the im m ediate exp lo ita tion  of th e  new s itu a tio n  a r is in g  from  
B r i ta in ’ s m em bership ,
-  P ro d u c tio n  of a  w ide ra n g e  of p ro d u c ts , made i t  p o ss ib le  to  m eet 
the demand needed fo r  d iffe ren t a p p lica tio n s  of th e  p ro d u c ts ,
-  A dvanced technology in  a num ber of s e c to r s  of a  company ’ s 
a c tiv it ie s  gave it  a  s u p e r io r ity  o v e r i t s  co m petito rs  a s  a 
s p e c ia lis t  and  p io n eer in i ts  f ie ld .
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O w nersh ip  by a  holding company th a t is  ro o te d  in  the  m ark e t, 
m akes i t  e a s ie r  to  p e n e tra te  th a t m a rk e t.
L ic e n c e s  and  p a ten ts  w hich som e com pariiespossess give them  a  
sp ec ia l p o s itio n  in  the  e n la rg ed  m a rk e t.
E xchange of know ledge w ith E E C  co m p etito rs  and d is tr ib u to r s  
bu ilds up a  re la tio n s h ip  th a t en h ances t r a d e ,
M onpolistic cond itions th ro u g h  governm ent p u rc h a se s  in  the  home 
m arket give the  n e c e s s a ry  econom ies of s c a le  w hich in  tu rn  
p ro v id es  a  b a se  of s tre n g th  to com pete o v e rs e a s .
D iv e rs if ic a tio n , helped  in  co n tro llin g  com ponent su p p ly , hence 
keep ing  p ro d u c tio n  on schedu le  and  m eeting d e liv e ry  d a te s .
C ap tu ring  a  s iz e a b le  sh a re  of the home m ark e t wa s  an  im portan t 
elem ent in  p e n e tra tin g  the E E C  m a rk e t.
Well known b ran d  n am es , accom panied  by a d v e r tis in g  cam paigns, 
w e re  a  fe a tu re  given a s  an advan tage  o v e r c o m p e tito rs .
C onstan t innovation  in  co lo u r and fa sh io n  made a  company a 
b ran d  le a d e r  a t home an d  in  E u ro p e ,
A company th a t p ro d u ces  a  com plem entary  ra n g e  of p ro d u c ts , of 
w hich one o r  two a r e  s u p e r io r  to  th e i r  c o m p e tito rs , h e lped  to  
push  a ll  th e i r  ra n g e  in  the m ark e t.
(C) P ro d u c t m ark e t
The a n a ly s is  h e re  fo llow s the  type  of the p ro d u c t m a rk e t, in d u s tr ia l  o r  
consum er goods, a s  each  has d iffe ren t c h a r a c te r is t ic s  th a t in fluence  the  
p a tte rn  of p e rfo rm an ce  of firm s engaged in  them .
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A re a s  of d iffe ren c  could  be sum m arised  in  th e  follow ing;
I D eriv ed  Demand
T he demand fo r  c a p ita l goods is  w holly d e riv e d  from  th e  dem and fo r th e  
goods th ey  p ro d u c e , w h e rea s  demand fo r  consum er goods i s  independen t. 
T h is  p roved  to  be t r u e  a s  r e g a rd  eng ineering  and c a r  com ponents c ase  
s tu d ie s  f irm s .
II P r ic e  e la s t ic i ty
In d u s tr ia l goods m a n u fa c tu re rs  a r e  r a r e ly  ab le  to  expand th e i r  m a rk e ts  
th rough  p r ic e  re d u c tio n , w hile  demand of m ost s e c to r s  of consum er goods 
is  highly  re sp o n s iv e  to  p r ic e  c h an g e s . T he fo rm er w as a  r e a s o n  fo r  the 
n e u tra l e ffec t of ta r i f f  re d u c tio n  to  many c a se  study f irm s .
III Long m anufacturing cycle
With few e x ce p tio n s , such  a s  housing and s p i r i t s ,  consum er goods a r e  
m anufactu red  in  a  r e la t iv e ly  sh o rt p e rio d  of tim e, often counted  in  
m inutes o r  h o u r s , only o ccas io n a lly  d a y s . P ro d u c tio n  of many in d u s tr ia l  
goods may be counted  in  w eek s , months and y e a r s  ( e ,g ,  a  re f in e ry  re q u ire s  
y e a r s  to  come to o p e ra tio n ).
The la t t e r  fe a tu re  w as a  fa c to r  th a t a ffe c ted  the  policy  of a  c a r  p ro d u c e r 
to w ard s  e n try . They re fu s e d  to p a r tic ip a te  in  the  study a s  they  s ta te d  th a t
i t  would tak e  a  co n s id e ra b le  tim e to p ro d u ce  a new m odel. S o , fo r  them ,
en try  h as  no e ffec t a t le a s t  in the  s h o r t - r u n ,
IV M arket C o n cen tra tio n
G eographic and  in d u s tr ia l  co n cen tra tio n  a r e  fe a tu re s  of in d u s tr ia l  goods.
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w hile  consum er goods a r e  w idely  sp re a d  in  d en sity  and  u sa g e . More 
th an  one c a se  study firm  made th a t ap p a ren t in  the  e x is ten c e  of th e ir  
a f f ilia te d  com panies in  the  E E C  c o u n tr ie s , long  b e fo re  the e n try , a s  a 
com plem entary  p lan t.
V D is trib u tio n  M ethods
T h e re  is  a  c le a r  d is tin c tio n  betw een  th e  m ethods by w hich consum er and 
in d u s tr ia l  goods re a c h  the  consum er o r  u s e r .  The v a s t s tru c tu re  of the 
consum er goods d is tr ib u tiv e  t r a d e s  fu lf ils  th is  fu n c tio n , but the  needs 
of in d u s tr ia l  p u rc h a s e rs  a r e  freq u en tly  met by d ire c t  co n tac t betw een 
su p p lie rs  and  p u rc h a s e r .  T h is  would exp lain  the  need  th a t a r o s e ,  a f te r  
e n try , fo r  some c a se  s tu d ie s  f irm s  to  bu ild  new d is tr ib u tio n  fa c i l i t ie s  
e ith e r  a s  p re p a ra t io n  to  e n try  o r  in  o rd e r  to  m eet the  re q u ire m e n ts  of the 
new dem and.
CHAPTER VII
TRADE PERFORM ANCE; TH E E F F E C T  OF ENTRY ON
SE L E C T E D  MANUFACTURING PRODUCTS
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The abo lition  of tra d e  b a r r i e r s  betw een the UK and the  E E C  w as 
expec ted  to r e s u l t  in  a  re a llo c a tio n  of r e s o u rc e s ;  th a t i s ,  aw ay from  
a c tiv it ie s  in  w hich p ro d u c e rs  cannot com pete su cc e ss fu lly  w ithout the  
s h e lte r  of a  ta r if f  and to w ard s  a c tiv it ie s  ex p erien c in g  r is in g  demand 
from  the new ly open m ark e ts  of the o th e r m em ber c o u n trie s  of th e  E E C .
S e c to rs  w hich would d ec lin e  would be in d u s tr ie s  w hich a r e  in e f f ic ie n t, 
in  re la tio n  to  the a v e ra g e  lev e l of effic iency  in  the co un try  co n ce rn e d .
In o th e r w o rd s , in d u s tr ie s  w hich a r e  a t a  com parative  c o s t d isadvan tage ,
E xpanding s e c to r s ,  by way of c o n tra s t ,  would con tain  in d u s tr ie s  w hich
(enjoy p o s itio n s  of com parative  co s t a d v a n ta g e .'
H ow ever, UK in d u s try , b ecau se  of B r i ta in 's  a c c e ss io n  to th e  E E C , 
would be a ffec ted  not only by the p ro c e ss  of tra d e  c re a tio n  ju s t  d e sc r ib e d , 
but a lso  by the d iv e rs io n  of tra d e  away from  o th e r  c o u n tr ie s . A given 
in d u s try  in  th e  UK may e x p erien ce  a  grow th of s a le s  not only b ecau se  it 
has  a  com parative  co st advan tage -  th rough  re p la c in g  d o m estic  s o u rc e s  of 
supply in  one of the EEC  c o u n tr ie s , but a lso  b ecau se  the  continued  ex is ten ce  
of a  ta r i f f ,  o r  o th e r  tra d e  b a r r i e r s ,  ag a in s t im ports  from  o th e r  co u n trie s  
en co u rag es  b u y e rs  in  th e  EEC  to only buy w ithin  th e  E E C , i . e .  sw itch ing  
aw ay from  th ird  coun try  goods.
The q u estion  a r i s e s ,  w hat is  the  id en tity  of each  p ro m isin g , and 
unprom ising  econom ic s e c to r?  The p ro v is io n  of an an sw e r to  th is  question
(*) T h is  account of the  d is tr ib u tio n  of p roduction  a cc o rd in g  to 
com parative  co s t a n a ly s is  a ssu m es o th e r f a c to rs  (such  a s  
m onopolies, d isc rim in a to ry  t r a n s p o r t  p o lic ie s , tax a tio n , 
and re g io n a l p o lic ie s) being eq u a l.
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w ould c le a r ly  be im portan t to  in d u s try  in  B r ita in  and in  th e  o th e r EEC  
c o u n tr ie s , and  a lso  to gov ern m en ts. F o r  in s ta n c e , the B r i t is h  
governm ent would w ish to  have the e a r l ie s t  p o ssib le  no tice  of the 
p ro sp e c tiv e  d ec lin e , b ecau se  of i t s  re la tiv e ly  high c o s ts ,  of some 
p a r t ic u la r  in d u s try , e sp e c ia lly  if it  w e re  p redom inantly  s itu a te d  in  a 
developm ent re g io n , and a  la b o u r in ten s iv e  a c t iv i ty .
(79)
P re v io u s  s tu d ie s  t r ie d  to  co n trib u te  to th e  a n sw e r of th is  q u e s tio n . In 
th e i r  s tu d ie s , a s  w ell a s  in  o u r s ,  a  fundam ental p roblem  i s  r a i s e d  by th e  
fa c t th a t only m anufacturing  in d u s try  is  d e a lt w ith . In o th e r w o rd s , the 
e ffe c ts  of B r i ta in 's  a c c e ss io n  to th e  EEC  upon a c tiv it ie s  o th e r  than 
m anufacturing  have not been  c o n s id e re d .
One so u rc e  of the d ifficu lty  is  th e  fa c t th a t in  the long ru n  the  
con seq u en ces  of B r it is h  e n try  fo r  any p a r t ic u la r  econom ic a c tiv ity , like  
m anufactu ring , a r e  in p a r t  de term in ed  by th e  e ffec t upon o th e r  s e c to r s .
A ssum e, fo r  in s ta n c e , th a t E E C  m em bership  r e s u l t s  in  a  su b s ta n tia l 
im provem ent in  B r i ta in 's  b a lan ce  of t r a d e ,  v i s - a - v is  th e  E E C , in  goods 
o th e r than  m anufactu res  an d , p e rh a p s  p a r t ic u la r ly  im p o rtan t, in  s e r v ic e s ,  
and th a t th is  im provem ent is  not o ffse t by a  w o rsen in g  b a lan ce  on o th e r  
a cc o u n ts . P ro v id ed  the  o v e ra ll  b a lan ces  of paym ents ( i . e .  each  p a r t n e r 's  
b a lance  v is - a - v is  the w orld  a s  a  w hole) had in itia lly  been  in  equ ilib riu m , 
the  UK b a lance  would now be in  su rp lu s  (and the  E E C 's  b a lance  in d e fic it) , 
and a  r i s e  in  B r it is h  p r ic e s  r e la t iv e  to EE C  p r ic e s  (and p r ic e s  in  the r e s t  
of the w orld) would be ca lled  fo r  to  r e s to r e  a  ba lance  of paym ents p o sitio n  
fo r  each  a r e a .  H ow ever, th is  r i s e  in  r e la t iv e  p r ic e s  would have a d v e rse  
co n sequences fo r  the  p o sitio n  in  th e  Common M arket of a ll  B r it is h  
in d u s tr ie s ,  inc lud ing  th o se  com prising  the m anufacturing  s e c to r .
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The opposite  conclusion  would hold if the  e ffec t of EE C  e n try  upon 
non -m anufactu ring  a c tiv ité s  w ere  such  th a t the b a lan ce  of tra d e  in  the  
item s co n cern ed  w ere  to w o rsen  ap p re c ia b ly  o r  if th e re  w e re  o th e r 
a d v e rse  e ffec ts  upon the UK b alance  of paym ents* In o rd e r  to r e s to r e  a  
b a lan ced  paym ents p o s itio n , r e la t iv e  B r it is h  p r ic e s  would have to fa l l ,  
w ith  b en efic ia l consequences fo r  B r i t is h  m anufactu ring  and o th e r 
in d u s tr ie s*
S im ila r  conclu sio n s  a r e  re a c h e d  if the  problem  is  co n s id e re d  not with 
r e fe re n c e  to the balance  of paym ents, but in  te rm s  of the  d is tr ib u tio n  of 
r e s o u r c e s  in  the sh o rt ru n ,  A su b s ta n tia l r i s e  in  the output of non- 
m anufacturg in  in d u s tr ie s ,  inc lud ing  s e r v ic e s ,  a s  a  r e s u l t  of in c re a s e d  
e x p o r ts , o r  im port su b s titu tio n , would imply a r e la t iv e ,  if not an  ab so lu te  
re d u c tio n  in  the quantity  of r e s o u r c e s  av a ilab le  to the  m anufacturing  
s e c to r ,  and thus in  the output i t  could  p ro d u c e . With the  sam e tok en , 
a  d e c lin e in  non -m anufactu ring  a c tiv it ie s  would make m ore r e s o u rc e s  
av a ilab le  to  m anufacturing  in d u s try  and thus perm it th e  output of goods 
for ex p o rt a n d /o r  of im port s u b s t i tu te s  to be r a i s e d .
How v a lid  a r e  the a rgum ents in  the la s t  few p a ra g ra p h s ?  T h e re  is  no 
re a s o n  to  suppose th a t the  v a rio u s  p a r ts  of the  m anufacturing  s e c to r  a r e  
in  a  s im ila r  com petitive p o sition  v i s - a - v is  the  E E C .
In o th e r  w o rd s , some m anufacturing  in d u s tr ie s  a r e  much m ore lik e ly  to 
be ab le  to  expand output and e x p o rts  than  a r e  o th e r s .  It fo llow s th a t the  
n eg lec t in v a r io u s  s tu d ie s  of non -m anufactu ring  a c tiv it ie s  does not 
p rev en t an  o rd e rin g  of m anufacturing  in d u s tr ie s  w ith re fe re n c e  to  each  
in d u s t r y 's  re la tiv e  position  in  an e n la rg ed  E E C . T h e re fo re , m anufactu ring  
in d u s try  A , w hich is  h ig h e r in  the o rd e r  than in d u s try  B , is  m ore lik e ly  to
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find i ts e lf  w ith demand fo r i t s  goods grow ing (o r le s s  lik e ly  to ex p erien ce  
fa llin g  demand and output) than  in d u s try  B ,
In the follow ing pages a  ra n k  o rd e r  i s  p re s e n te d  of 209 m anufacturing  
com m odities in e igh t d iffe ren t in d u s try  s e c tio n s . The ra n k  o rd e r  of the 
chosen  com m odities would in d ica te  the  com parative  c o s t p o s itio n  of each  
in  re la tio n  to the  r e s t  of the  E E C  m ark e t.
T he b a s is  of th is  ran k in g  is  ex p o rt p e rfo rm an ce  of UK m anufacturing  
in d u s try  in  the  r e s t  of the  E E C  and of the  r e s t  of EEC  m an ufactu res  
in  th e  UK o v e r the  p e riod  1973-1975.
Item s p laced  to w ard s  th e  top  of the  o rd e r  of th e  209 com m odities a re  
goods in  w hich , on the  ev idence of p a s t tra d e  p e rfo rm an c e , th e  U K ’s 
com petitive  p o s itio n , re la t iv e  to th a t of the  EE C  is  s tro n g . Item s a t th e  
lo w er end of the  o rd e r  a r e  com m odities in  w hich the  U K 's  r e c o r d ,  ag a in  
in  re la tio n  to th a t of o th e r  E E C  c o u n tr ie s , is  p o o r.
The b a s ic  h y p o thesis  i s  th a t th e  p a tte rn  of t r a d e ,  p r io r  to th e  ab o lition  
of ta r i f f s  and of o th e r  tra d e  b a r r i e r s ,  p ro v id e s  an  in d ica tio n  of underly ing  
co m parative  cost co n d itio n s . In tu rn ,  th is  would be one of the  
d e te rm in an ts  of the p a tte rn  of t r a d e ,  and  h en ce  of dom estic p ro d u c tio n , 
a f te r  the en largem en t of the Common M ark e t.
T h e re  a r e  r e s e rv a tio n s  which ought to  be made re g a rd in g  th e  p ro p o sitio n  
ju s t  s e t o u t.
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The u ltim ate  aim  of any r e s e a r c h  into th e  e ffe c ts  of UK a c c e ss io n  to 
the  EE C  upon B r i t is h  m anufacturing  in d u s try  i s  to p re d ic t  w hich 
in d u s tr ie s  w ill r a i s e  th e i r  output above w hat i t  would have been in  the 
n o -e n try  c a s e ,  and by how m uch. S im ila r ly  to s in g le  out th e  s e c to rs  
w hose ou tpu t i s  lik e ly  to  be a d v e rse ly  a ffe c te d . With re fe re n c e  
to  th is  o b jec tiv e  a  co m parative  c o s t ra n k  o r d e r  d o es  not ge t one v e ry  
f a r  a s  a  num ber of o th e r  d e te rm in a n ts , many of them  p re se n tin g  v e ry
s e r io u s  s ta t i s t ic a l  p ro b lem s, a r e  a lso  in v o lv ed . To e x p lo re  th is  poin t
( * )
the  fo llow ing  should  be s ta te d :-
(i) The e ffe c ts  of EE C  e n try  on a  p a r t ic u la r  B r it is h  n an u fac tu rin g  s e c to r  
w ill a lso  depend on th e  s iz e  of the m a rk e ts  opened up by the  rem oval of 
t r a d e  b a r r i e r s .  F o r  exam ple, the  B r i t is h  p ro d u c e rs  of an  item  in  w hich 
the  UK a p p e a rs  to be v e ry  com petitive may find th a t th e  scope  fo r  r a is in g  
e x p o rts  to  th e  E E C  is  re la t iv e ly  lim ited , b ecau se  the p ro p o rtio n  of to ta l  
E E C  dem and w hich they  su p p lied , even  b e fo re  the  rem o v a l of the  EE<C 
ta r i f f ,  w as q u ite  h ig h . In the  c a s e  of a  second  p ro d u c t, in  which the 
UK tra d e  r e c o r d  h a s  been som ew hat le s s  good though the  item  is  s t i l l  
f a i r ly  high in  th e  o r d e r ,  the  EE C  m ark e t may a s  y e t be la rg e ly  unexp lo ited , 
and the  o p p o rtu n itie s  fo r  r a is in g  e x p o rts  to  the  E E C , e i th e r  a t  the expense  
of EE C  p ro d u c e rs ,  o r  of o th e r  c o u n tr ie s  s u p p lie r s ,  o r  both , may th e re fo re  
be e x c e lle n t. C o rre sp e n d in g  a rgum en ts  app ly  to the grow th of U .K .
im p o r ts .
In g e n e ra l ,  in  o r d e r  to e s ta b lish  the s c a le  of the  e ffe c ts  of th e  E E C 's  
en la rg em en t upon B r it is h  m anufacturing  in d u s try  i t  i s  n e c e s s a ry  to go beyond 
an exam ination  of co m p ara tiv e  c o s ts .  One m ust tak e  in to  accoun t the 
p ro p o r tio n s  su p p lied  p re s e n tly  of both the  B r i t is h  and the E E C  m ark e t from
(*) Op. c i t . ,  R e f . N o. 4 .
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the  U .K . , E E C  and then  th ird  co u n try  p ro d u c e rs  re s p e c tiv e ly . F o r  two 
o f th e  e lem ents involved -  t r a d e  betw een the  UK and E E C , and im p o rts  from  
th ird  c o u n tr ie s  -  i t  is  e a sy  enough to  ob ta in  the  n e c e s s a ry  d a ta . H ow ever, 
th e  th i r d ,  and no doubt th e  m ost im p o rtan t f a c to r ,  dom estic  UK and EE C  
outpu t fo r  th e  home m a rk e t, p re s e n ts  v e ry  c o n s id e ra b le  s ta t is t ic a l  
d if f ic u l t ie s , e sp e c ia lly  a t  th e  le v e l of d isag g reg a tio n  re q u ire d  fo r such  
a  s tu d y .
(ii) The ex ten t to w hich a  p a r t ic u la r  B r i t is h  in d u s try  can expec t to r a i s e  
e x p o rts  to the  p a r tn e r  above w hat would o th e rw ise  have b een , a lso  depends 
on the  re a c t io n s  of lo c a l and th ird  co u n try  p ro d u c e rs  to the re la tiv e  
cheapen ing  of the B r i t is h  commodity b rough t about by the  ta r if f  re d u c tio n . 
T hey may a d ju s t th e i r  te rm s  in  o rd e r  to  m eet the new com petition , o r  
a l te rn a tiv e ly  p r e f e r  to  sw itch  r e s o u r c e s  in to  o th e r  a c t iv i t ie s .  I t  is  no t 
e a sy  to  see  how th is  p rob lem  could  be hand led  s a t is fa c to r i ly  a s  p a r t  of a  
s ta t i s t ic a l  a n a ly s is  and w ithout in tim ate  know ledge of th e  p ro d u c ts  and 
m a rk e ts  invo lved .
(iii)  T he th ird  po in t c o n ce rn s  th e  b a lance  of paym ents im p lica tions of the  
in c re a s e  in  tr a d e  f lo w s . A dditional U .K . e x p o rts  of th e  goods in  w hich the  
U .K . i s  re a so n a b ly  com petitive  w ould , in  th e m se lv e s , tend  to im prove th e  
U .K . t r a d e  b a la n c e . The grow th  of im p o rts  of goods p laced  to w ard s  th e  
lo w e r end of the ra n k  o r d e r  would w o rsen  the  B r i t is h  paym ents p o s itio n .
The d iffe re n c e  betw een th e  in c re a s e s  in  ek jb rts  and im p o rts  m ust a c c o rd  
w ith  w h a tev e r ba lance  of tra d e  on m an u fac tu res  a s  a  whole would be 
com patib le  w ith  the  re q u ire m e n t th a t  both th e  U .K . ' s and the E E C ’ s o v e ra ll  
b a lan ces  of paym ents (v is - a - v is  a l l  c o u n tr ie s )  would be in  eq u ilib riu m . If 
th is  cond ition  is  no t fu lf ille d , the  e ffe c ts  of a  g e n e ra l p r ic e  ad justm en t would 
have to be accoun ted  fo r  in  the  a n a ly s is .  A re la t iv e  fa l l  in  UK p r ic e s
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bring ing  about an ad d itio n a l expansion  of e x p o rts  and a  re d u c tio n  in  im p o rts  
re la t iv e  to the  in i t ia l  in c r e a s e ,  a  r i s e  of UK p r ic e s  would have th e  o p p o site  
e ffe c t . Chajiges in  r e la t iv e  p r ic e s  would a lso  a ffec t UK and EE C  s a le s  
to ,  and p u rc h a se s  fro m , th ird  m a rk e ts . T h e s e  would have  to be b ro u g h t 
in to  the p ic tu re  a s  th ey  c le a r ly  in fluence  both p a r tn e r s , ba lan ce  of 
paym ents p o s itio n .
( iv .)  F in a lly , m ention m ust be made of the  time f a c to r .  In p ro je c tin g  
the  e ffe c ts  of EE C  e n try  upon p a r t ic u la r  m anufactu ring  in d u s tr ie s  i t  would 
n o t be su ffic ien t sim ply to  take  p a s t  d a ta  re la tin g  to  consum ption , t r a d e , e t c . ,  
and th e n  somehow to superim pose  the  p resu m ed  e ffe c ts  of E E C  e n tr y .  The 
only  s a t is fa c to ry  p ro c e d u re  would be to c o n s tru c t  a  n o -e n try  c a s e ;  to 
fo re c a s t  w hat the p a t te rn  of consum ption and t r a d e ,  and hence  p ro d u c tio n , 
would be by the  end of any tra n s it io n  p e r io d , assum ing  th e  UK d o es  no t 
jo in  the  E E C , and th en  to  c o n s id e r  in  w hat E E C  e n try  may be ex p ec ted  
to a l t e r  th a t p o s itio n .
In th e  lig h t of th e se  c o n s id e ra tio n s  i t  i s  c le a r  th a t a  com plete p ro je c tio n  
of the  e ffec ts  of UK a c c e s s io n  to the  E E C , upon B r i t is h  m anufactu ring  
in d u s try , r e q u ir e s  v e ry  much m ore than  th e  m ere  ran k in g  of p ro d u c ts  on 
the sam e b a s is  of some r a th e r  c ru d e  c r i t e r i a  of co m p e titiv en ess .
T h is  i s  an o th e r re a s o n  why the  s tudy  in  hand fo llow s m ore than  one way 
in  i t s  in v es tig a tio n  of the  e ffec t of B r i t is h  e n try  in to  the  EEC  upon t r a d e  
in  m anufactu ring  in d u s try .
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A co m p ariso n  of the  fo re ig n  tra d e  p e rfo rm an ces  of the  UK and the E E C , 
fo r  a  study a s  su ch , could e ith e r  r e la te  to each  a r e a ’s e x p o rts  to  the 
o th e r  (m utual t r a d e  a n a ly s is ) , o r  to  the  e x p o rts  of each  a r e a  to n e u tra l 
m a rk e ts  ( th ird  co u n try  ex p o rt a n a ly s is ) . The advan tage  of such m utual 
tra d e  a n a ly s is  i s  th a t i t  does not only tak e  accoun t of v a r ia tio n s  in  c o s t 
cond itions a s  betw een  d iffe ren t in d u s tr ie s  in  the two a r e a s ,  but th a t the 
outcome w ill a lso  be a ffec ted  by the p a tte rn  of demand fo r  m an u factu res  
in  the  p a r tic ip a tin g  s ta te s .
On the  o th e r  hand , mutual tra d e  a n a ly s is  su ffe rs  from  the  d isad v an tag e  
th a t i t  i s  in  p ra c tic e  not p o ssib le  to  allow  ad eq u a te ly  fo r  the  e ffect of 
d iffe re n c e s  in  t r a d e  b a r r i e r s  betw een th e  UK and th e  EEC#
T h ird  co u n try  ex p o rt a n a ly s is , by way of c o n tra s t ,  i s  d e fic ien t on the  
dem and s id e  but freq u en tly  e sc a p e s  the  problem  of d iffe rin g  tra d e  
b a r r i e r s .  H ow ever, i t  would c e r ta in ly  not be t ru e  to say th a t th e re  a r e  
no d iffe re n c e s  betw een  the tra d e  r e s t r ic t io n s  w hich B r it is h  and EEC  
e x p o rts  fa c e  in  the  r e s t  of the world#
In view  of th e i r  r e s p e c t iv e  d raw b ack s , th e re  a r e  no obvious re a s o n s  fo r  
p re fe r r in g  one ap p ro ach  to the o th e r .
F o re ig n  tr a d e  co m p ariso n s  can  take  the form  of in v estig a tin g  the  le v e ls  
of t r a d e  o v e r a given p e rio d  of tim e, o r  the  changes of tra d e  betw een one 
p e rio d  and a n o th e r ; on b a lan ce  the  fo rm er w as p re fe r r e d .  A n alysis  of 
r e la t iv e  ch an g es  o v e r time is  liab le  to  r e s u l t  in  m islead ing  c o n c lu s io n s , 
b ecau se  t r a d e  p e rfo rm an ces  in  the b a se  p e rio d  may have been  v e ry  unequal.
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A lthough th e re  a r e  w ays of d ea lin g  w ith th is  p rob lem , th e re  is  the p ra c t ic a l  
poin t th a t s e r io u s  s ta t i s t ic a l  d iff icu ltie s  would be en co u n te red .
E x p o rts  of a  p a r t ic u la r  good can  be re la te d  to im ports  of th a t good in  a  
num ber of w a y s . The method chosen  fo r  the  p u rp o se  of th is  r e s e a r c h  is  
the  v e ry  sim ple and s tra ig h tfo rw a rd  m e th o d ,th a t i s  of tak ing  the  d iffe ren ce  
betw een  th e  two i . e .  the  balance  of t r a d e  of the  commodity co n ce rn ed .
It may be w ondered  why the  re la tio n sh ip  betw een ex p o rts  and im ports  w as
not e x p re s s e d  a s  an  e x p o rt/im p o rt r a t io ,  e sp e c ia lly  a s  th is  p ro ced u re
(80 )
h as  been  adopted  in  o th e r  in v e s tig a tio n s .
I t is  t r u s t  th a t the  e x p o rt/im p o rt r a t io  au to m atica lly  ta k e s  accoun t of 
v a r ia tio n s  in  th e  im portance  of d iffe re n t commodity g ro u p s , but on the o th e r  
hand , i t  f a i ls  to in d ica te  w h e th er o r  not th e  sm all s iz e  of m utual U K /EE C  
t r a d e ,  in  a  p a r t ic u la r  item , i s  accom panied  by a  s im ila rly  low value  of 
tra d e  am ong the  E E C  c o u n tr ie s . T h is  po in t is  of c o n sid e ra b le  
s ig n ific an ce  fo r  the study in  hand . F o r  in s ta n c e , i t  a p p e a rs  im portan t 
to d is tin g u ish  betw een two goods g and h , both s tro n g  goods fo r  the  UK 
( i .e .U K  e x p o rts  to the  EE C  exceed  im p o rts  from  the  EEC by su b s ta n tia l 
m arg in s) and both re la tiv e ly  in s ig n ific an t in  m utual t r a d e .  H ow ever, in 
the  c a s e  of good ’g ’ tra d e  among the  EE C  c o u n tr ie s  is  a lso  re la tiv e ly  
in s ig n if ic a n t, su g g estin g  th a t the m ark e t i s  sm all, w h e rea s  in  the c a se  of 
good ’ h ' th e re  i s  su b s ta n tia l in te rn a l tra d e  in  the  E E C . The r e s u l t  is  
th a t UK e x p o rts  to the  EEC  in  re la tio n  to  in te rn a l  t ra d e  a re  below a v e ra g e . 
The s tra ig h tfo rw a rd  in te rp re ta tio n  of the s itu a tio n  is  th a t the  p ro d u c e rs  
of ' h ’ a r e  in  a  le s s  s tro n g  p o s itio n , v is - a - v is  the  EEC  m arket than the
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p ro d u c e rs  of ’g ’ , p rov ided  the in fluence  of tra d e  b a r r i e r s  h a s  been  allow ed 
f o r .  The e x p o rt/im p o rt r a t io  fa ils  to  point th is  o u t. The d ifficu lty  
could  only be met by d iv id ing  the  e x p o rt/im p o r t ra t io  by an in d ic a to r  of 
m a rk e t s iz e ,  such  a s  to ta l E E C /U K  in tr a  t r a d e .  The r e s u l t  would be th a t 
u ltim a te ly  nothing is  gained in  re la t io n  to the  tra d e  balance  a p p ro a c h , and 
som ething is  lo s t ,  b ecau se  the  index  num ber ob tained  a f te r  d iv id ing  the 
r a t io ,  by E E C /U K  in tra  tra d e  i s  much le s s  e a s ily  in te rp re ta b le .
I t  is  im portan t to note th a t o u r  s tudy  w as not ab le  to tak e  in to  accoun t the  
po in t r a is e d  above b ecau se  the d a ta  of to ta l  E E C /U K  in tr a  tra d e  fo r  the 
y e a r s  1973-1975 w as n e ith e r  av a ilab le  n o r  com plete a t  the  tim e of 
u n d ertak in g  th is  e x e r c is e .  S o , the  method adopted h a s  not been ab le  to 
tak e  accoun t of the m ark e t s iz e .
H o w ev er, the  w eakness of the  p re v io u s  p o in t, h a s  been balanced  by an 
advan tage  re g a rd in g  the ta r if f  b a r r i e r .  A  m ajo r ob jection  a g a in s t the 
a n a ly s is  of m utual tra d e  d a ta  i s  i ts  fa ilu re  to take  accoun t of tra d e  b a r r i e r s .
C le a r ly , B r it is h  e x p o rts  of i  to the  EE C  in  re la tio n  to im p o rts  of i  from  
the  E E C , may be m ore fav o u rab le  than  the  eq u ivalen t tra d e  b a lance  fo r  j ,  
b ecau se  the  UK ta r if f  on i  is  much h ig h e r th an  th a t on j  w h e re a s , s a y , the  
o p p osite  is  the  c a se  in  the  E E C . A  fav o u rab le  tra d e  b a lance  fo r  i  in 
re la tio n  to the th a t fo r  j may th u s  be the outcom e of the ex is tin g  ta r i f f  
s t ru c tu re s  r a th e r  than  in d ica tin g  d if fe re n c e s  in  com parative  c o s ts .  In 
o th e r  w o rd s , the  o rd e r  should  be d raw n  up on the  b a s is  of tra d e  d a ta  from  
w hich the  in fluence  of ta r if f s  h a s ,  in  p r in c ip le , been  e lim inated  . T h is
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m eans th a t an attem pt has to be made to  e stim ate  w hat ad d itio n a l tra d e  
flow s th e re  might have been  betw een the UK and the  EE C  had ta r if f  
b a r r i e r s  not been  in  ex istence#
O ur study h as  an ad v an tag e , w hich s im ila r  s tu d ie s  in  th e  p a s t w e re  
unable  to  en joy , a s  we u sed  t r a d e  f ig u re s  w hich allow  fo r  the  g rad u a l 
re d u c tio n  in  t a r i f f s ,  commencing 1 s t Jan u a ry  1973 -  the  da te  the  UK 
becam e a  member of EE C  -  to  the ta rg e t  of z e ro  r a te  w hich had  been  
re a c h e d  on Ju ly  1977# On th is  la t te r  da te  the  UK would have com pleted 
the  tra n s it io n a l p e rio d  to  fu ll e n try  in to  the com m unity 's  custom  union# 
The follow ing tab le  show s th is  p ro ce ss#
Com pleting the  custom s union 
How the  new Member S ta te s  f it te d  in
D ate In tra-C bm m unity  Q uan titive  Moves to w ard s
T a r if fs  R e s tr ic tio n s  Common E x te rn a l
T a r if f
1 973 J a n  1 -  Rem oved from  m ost -
goods
A pr 1 Cut by 2 0 %  -  -
1974 J a n  1 Cut by 20%o -  40%
1975 Jan  1 Cut by 20% Rem oved from  20%
' sen s itiv e  ' p ro d u c ts
1976 Jan  1 Cut by 20% -  20%
1977 Ju ly  1 Cut to z e ro  -  Common ta r if f
N otes
( l } F o r  beef and v e a l, each  ta r i f f  change w as due a t the s ta r t  of the 
m arketing  y e a r ,  and the 40% move to w ard s th e  common e x te rn a l ta r if f  in 
1974 w as re p la c e d  by two m oves, in  1973 and 1974, of 20% each# The 
sam e tim etab le  app lied  to  th e  ' fixed  com ponen ts’ p ro te c tin g  p ro c e sse d  
c e r e a ls ,  r i c e  f r u i t ,  and vegetab les#
(2) F o r  h o r tic u ltu ra l  p ro d u c ts , the  f i r s t  20% cut in in tra-C om m unity  
t a r i f f s ,  and a  f i r s t  20% move to w a rd s  the  common e x te rn a l ta r i f f ,  took 
p lace  on J a n u a ry  1 , 1 974, and the  la s t  ta r i f f  change in  each c a se  is  to be 
delayed  u n til J a n u a ry  1 , 1 978# E ach  ta r i f f  change h as lik ew ise  been  
su b jec t to a  10% to le ra n c e  s in ce  Ja n u a ry  1 , 1975.
(3) F o r  o th e r  a g r ic u ltu ra l  goods, includ ing  f ish e ry  p ro d u c ts , the f i r s t  
20% cut in  in tra-C om m unity  ta r i f f s  w as de lay ed  un til Ju ly  7 , 1 973.
S o u rc e : E u ro p ean  Community Ju ly /A u g u st 1977.
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One of the  s im p lifica tio n s  r e s o r te d  to in  th e  p re s e n t s tudy  i s  the  tre a tm e n t 
of th e  EEC  and th e  r i s e  of th e  w orld  "ROW" tra d e  e a c h , a s  one un it 
in s te a d  of handling  the  t r a d e ,  a s  a  breakdow n of UK ex p o rt (o r  UK im port) 
to  o r  from  the  EEC  o r  th e  ROW, by the  co u n try  of d e s tin a tio n  o r  o r ig in .
T he re a s o n s  a r e : -
a) I t  w as im portan t to t r e a t  the w hole EE C  m ark e t a s  one in d u s try  governed  
by un ified  id e n tic a l a p p lic a tio n .
b) The scope  fo r  tra d e  d iv e rs io n  in  fav o u r of UK E x p o r te rs  w ould , c le a r ly ,  
depend  on th e  ex ten t to w hich the  E E C  m ark e t would be supp lied  by th ird  
co u n try  p ro d u c e rs  in  th e  ab sen ce  of UK a c c e ss io n  to th e  E E C . A g a in , i t  
w as im p o rtan t to c o n s id e r  the  ROW a s  one un it i r r e s p e c t iv e  of co u n try
of d e s tin a tio n  o r  co u n try  of o rig in  of goods.
The fo llow ing i s  the  ap p ro ach  we follow ed to  re a c h  a  ran k in g  o r d e r  fo r  the  
209 com m odities.
i) T he p ro d u c ts  c o v ered  a r e  209 p ro d u c ts  which fa ll  u n d e r the  follow ing 
g ro u p s  of in d u s try :-
A . C hem icals
B . M an u fac tu re rs  of le a th e r ,  ru b b e r ,  wood, p a p e r  and non-m eta l l ie  m in e ra ls
C . T e x tile s  and c lo th in g .
D . Iro n  and s te e l .
E .  N o n -F e rro u s  m eta ls  and m isce llan eo u s m etal m a n u fa c tu re rs .
F . M echanical E n g in ee rin g
G . E le c t r ic a l  E n g in ee rin g .
H . T ra n s p o r t  Equipm ent.
T h ese  in d u s tr ie s  g ro u p s , to g e th e r  w ith  th e  com m odities in  each  g ro u p  lis te d  
acc o rd in g  to the  SITC  a re  in  A ppendix IV .
ii)  The commodity c la s s if ic a t io n  em ployed follow s th a t of th e  UK o v e rs e a s  
t r a d e  s ta t i s t ic ,  (O TS) p re p a re d  by H e r  M ajes ty ’ s ,  C ustom s and E x c is e , 
w h e re a s  the  tra d e  s ta t is t ic s  a r e  a r ra n g e d  acco rd in g  to the  s tan d a rd  
In te rn a tio n a l T ra d e  C la ss if ic a tio n  (S IT C ).
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i i i)  The da ta  fo r  each  group  S e c tio n  of in d u s try  w e re  co llec ted  fo r  the 
y e a r s  1973, 1974 and 1 975. T a b le s  w ere  c o n s tru c te d  fo r  the  p re se n ta tio n  
of the  d a ta  a s  fo llow s:
UK e x p o rt to  E E C , E E C  ex port to  UK, UK ex p o rts  to ROW and ROW 
 ̂ e x p o rts  to  the  U K .
iv) The b a lan ce  of tra d e  betw een the UK and th e  r e s t  of EE C  fo r each  
p ro d u c t in  the  g roup  w as c a lcu la ted  fo r  each  y e a r .  The same b a lan c e s  
of t r a d e  betw een  th e  UK and the  ROW w as a lso  com puted.
v) The a v e ra g e  of the  tra d e  b a lan c e s  betw een the  UK and the E E C  fo r  
th e  y e a r s  1973 -  1975, fo r  e v e ry  p roduct in  each  sec tio n  w as com puted. 
The sam e a v e ra g e s  fo r  the  b a lan ces  of tra d e  betw een th e  UK and  ROW 
w e re  c a lc u la te d .
v i) T he a v e ra g e s  of the tra d e  b a lan ces  a r e  th en  p laced  in  a  descend ing  
o rd e r  from  fav o u rab le  to  u n fav o u rab le , hence a  ran k in g  o rd e r  w as deduced 
fo r  each  p ro d u c t in  the sec tio n  of in d u s try  i t  belongs to . The p ro d u c ts  
a r e ,  th e n , a ss ig n e d  to C la s s e s  in  an  a r b i t r a r y  c la s s if ic a t io n  a s  fo llo w s:-
£000 C la ss
o v e r 10 ,000 I
4 ,9 9 9 - 9 ,9 9 9 II
1 ,000 - 4 ,9 9 8 III
1 - 999 IV
(-) 1 (-) 999 V
(-) 1 ,000 -  (-) 4 ,9 9 8 VI
(-) 4 ,9 9 9 -  (-) 9 ,999 VII
u n d er (-) 10 ,000 vin
T h ese  a r e  in  ta b le s  VII-1 to V II-8  a s  fo r  the U K /E E C  and 
tab lesV II-9  to  VII-1 6 a s  fo r  UK/ROW.
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TABLE VII-1
Ranking o rd er  of trad e in chem ical p rod u cts for  the a v e r a g e s
trad e b a la n ces  betw een  the UK and EEC
1 9 7 3 -1 9 7 5
SITC V alues 
(000) 
in  descending  
o rd e r
Rank
o rd e r C lass
541 .7 26583 1 I
5 1 2 .2 19114 2
512.1 13744 3
541.3 12854 4
599 .7 6909 5 II
533 .3 6902 6
599 .2 6698 7
531 .0 5507 8
581.3 4674 9 III
533.1 2973 10
5 1 4 .3 2646 11
554 .2 2009 12
571 1670 13
553 .0 1241 14
561 .2 1195 15
581 .9 994 16 IV
4 3 3 .2 662 17
5 1 2 .4 307 18
532 220 19
514 .9 -2 5 9 20 V
541.1 -438 21
5 1 3 .5 -728 22
5 1 3 .3 -788 23
521 -1350 24 VI
514 .2 -1 5 9 0 25
5 1 3 .2 -2014 26
551 -2460 27
5 1 2 .5 -3315 28
5 1 2 .7 -3882 29
513 .6 -4742 30
512 .3 -6400 31 VII
561.1 -7016 32
561 .3 -10387 33 VIII
599 .5 -18826 34
5 1 2 .8 -19976 35
581.1 -39324 36
581 .2 -5 5 2 5 7 37
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TA BLE V II-2
Ranking o rd er  of trad e in m anufactures of lea th er  for  the a v e r a g e s





in  descend ing  
o rd e r
Rank
o rd e r C la ss
667 .2 194411 1 I
6 13 .0 13240 2
6 42 .9 7111 3 II
6 11 .9 5560 4
6 41 .9 4590 5 III
662 2876 6
6 6 4 .4 2779 7
641 .5 2636 8
6 6 6 .4 1623 9
841 .3 1320 10
621 .0 786 11 IV
6 3 2 .4 503 12
611 .3 502 13
663 345 14
6 1 2 .0 287 15
629.1 -367 16 V
641.1 -605 17
6 6 1 .2 -834 18
6 6 5 .8 -958 19
64 1 .6 -1 505 20 VI
642.1 -1749 21
66 4 .3 -2078 22
6 1 1 .4 -3093 23
6 41 .3 -4089 24
6 31 .2 -4559 25
831 .0 -4586 26 VII
631.1 -6221 27
6 41 .2 -6965 28
6 6 5 .2 -7244 29
665.1 -15548 30 VIII
821 .0 -18655 31
851 .0 -34803 32
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TA BLE V II-3
Ranking o rd er  of trade in  te x t i le s  and clo th ing  for  the a v era g e





in  descen d in g  
o rd e r
Rank
o rd e r C la ss
6 53 .2 12951 1 I
657 .6 81 87 2 II
657 .5 7874 3
651 .2 7641 4
6 5 5 .8 4552 5 III
6 5 3 .7 2871 6
6 5 1 .7 2125 7
656 .6 1968 8
6 5 1 .4 1548 9
6 53 .3 1281 10
8 4 1 .4 1177 11
6 51 .5 990 12 IV
841.5 704 13
6 5 3 .4 461 14
6 5 7 .4 52 15
656.1 42 16
654 .0 38 17
6 51 .3 —806 18 V
6 56 .9 -971 19
655 .6 -981 20
653.1 -1086 21 VI
8 41 .2 -1268 22
656 .2 -1917 23
652.1 -4133 24
653 .6






652 .2  
841.1 












TA BLE V II-4
Ranking o rd er  of trad e in  Iron and S te e l  fo r  the a v era g e  trad e
b a lan ces b etw een  the UK and the EEC




in  descen d in g  
o rd e r
Rank
o rd e r C la ss
676 3521 1 III
672 .5 1959 2
678.1 1408 3
679 1129 4
6 7 1 .2 533 5 IV
671 .5 236 6
677 .0 198 7
678 .5 -111 8 V
672 .3 -7 1 4 9
6 7 3 .4 -1814 10 VI
673 .5 -1 836 11
6 7 1 .4 -2140 12
673.1 -2991 13
674 .7 -3 2 9 3 14
6 7 4 .8 -3585 15
678 .2 -5370 16 VII
673 .2 -10584 17 VIII
67 4 .2 -11560 18
6 7 5 .0 -12064 19
6 7 8 .4 -14689 20
67 2 .7 -16407 21
674.1 -27024 22
678 .3 -43935 23
674 .3 -76576 24
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TABLE V II-5
Ranking o rd er  of trad e  in  N o n -F erro u s  M etals for  the av era g e





in  d escend ing  
o rd e r
Rank
o rd e r C la ss
683.1 36016 1 I
681.1 26473 2
681 .2 21709 3
685.1 16676 4
687.1 12736 5
698 9929 6 II
684.1 7870 7
2 82 .2 7221 8
683 .2 6234 9
695 .2 1881 10 III
689 1540 11
686 .2 197 12 IV
692.1 -444 13 V
685 .2 -585 14




694 .2 -3985 19
691.1 —41 86 20
69 7 .2 -4347 21




T A B L E  VII- 6
Ranking o rd er  of M echanical E n g in eer in g  P rod u cts for the a v era g e





in  descend ing  
o rd e r
Rank
o rd e r C la ss
714 .3 38094 1 I
711 .5 20457 2
712 .5 18062 3
7 1 1 .4 8520 4 II
7 19 .9 7415 5
7 1 8 .4 -43 6 V
717 .2 -115 7
718 .5 -897 8
7 1 9 .4 -1 306 9 VI
712.1 -1416 10
7 1 8 .3 -1718 11
7 1 1 .3 -1987 12
718.1 -3015 13
719 .2 -3458 14
7 17 .3 -3807 15
719 .3 -4047 16
7 14 .2 -4207 17
7 1 9 .8 -4258 18
7 1 5 .2 -4567 19
719 .5 -6753 20 v n
7 1 8 .2 -7120 21
7 1 9 .7 -7422 22
717.1 -8726 23
712 .2 -14077 24 VIII




7 1 4 .9 -49735 29
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TABLE V II-7
Ranking ord er  of trade in  E le c tr ic a l E n g in eer in g  P rod u cts fo r





in  descend ing  
o rd e r
Rank
o rd e r C lass
724 .9 11673 1 I
7 29 .9 10569 2
723.1 5919 3 II
729.1 3448 4 III
7 29 .6 2304 5
891.1 2205 6
7 2 3 .2 687 7 IV
729 .5 -61 8 V
7 2 9 .2 -581 9
8 1 2 .4 -2847 10 VI
7 2 9 .4 -3820 11
726 -4264 12
891 .2 -7192 13 v n
724.1 -9075 14
724 .2 -9574 15
72 9 .3 -10325 16 VIII
722.1 -12041 17
722 .2 -24494 18
7 2 5 .0 -41364 19
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TABLE VII- 8
Ranking o rd er  of trad e in  T ran sp ort Equipment P rod u cts fo r  the
a v era g e  trad e b a lan ces betw een  the UK and EEC




in  descending  
o rd e r
Rank
o rd e r C lass
732 .8 79828 1 I
733 .3 29257 2
734 27709 3
732 .3 21678 4
7 3 2 .4 5042 5 II
7 3 2 .7 1272 6 III
732 .2 554 7 IV
732 .6 204 8
731 —66 9 V
733.1 -1 218 10 VI
732 .9 -4 2 9 4 11
732 .5 -11875 12 VIII
735 -141 78 13
732.1 -196467 14
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TA BLE V n -9
Ranking o rd er  of trade in  Chem ical P rod u cts for  the a v era g e  trad e





in  descending  
o rd e r
Rank
o rd e r C la ss
541 .7 142171 1 I
599 .7 68854 2
581 .2 52966 3
581.1 46210 4
531 .0 43328 5
599 .2 38292 6
533.3 31557 7
581.3 25400 8
553 .0 24436 9
514 .2 24320 10
512 .5 23725 11
533.1 22458 12
5 1 2 .2 22313 13
554 .2 19580 14
571 12328 15
541 .3 10257 16
512.1 10011 17
514 .3 9431 18 II
533 .2 4576 19 III
561.1 3683 20
5 1 2 .4 2319 21
513 .5 1836 22
561 .2 1118 23





513 .3 -1 865 29 VI
521 -2241 30
581 .9 -3429 31
514 .9 -7442 32 VII
512 .7 -11946 33 VIII
561 .3 -14565 34
512 .8 -16504 35
513 .2 -22098 36
513 .6 -22804 37
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TA BLE V II-10
R anking o rd er  of trad e in  M anufactures of L eath er fo r  the a v era g e





in  d escend ing  
o rd e r
Rank
o rd e r C lass
667 .2 57270 1 I
629.1 48558 2
663 26101 3
6 6 2 .0 23086 4
621 .0 23018 5
8 2 1 .0 14257 6
6 6 6 ,4 13912 7
661 .2 9622 8 II
6 42 .9 9567 9
6 6 4 .4 9502 10
6 1 2 .0 5667 11
6 65 .8 4673 12 III
6 13 .0 3810 13
6 11 .9 3730 14
6 65 .2 3427 15
642.1 424 16 IV
664 .3 270 17
6 11 .3 209 18
665.1 -267 19 V
631.1 -3139 20 VI
841 .3 -4179 21
6 1 1 .4 -4338 22
6 3 2 .4 -5740 23 VII
8 3 1 .0 -9505 24
641 .6 -22055 25 VIII
8 5 1 .0 -25595 26
64 1 .9 -30653 27
641 .5 -38648 28
6 4 1 .2 -62858 29
6 3 1 .2 -109257 30
641 .3 -125197 31
641.1 -141718 32
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TABLE V II-1 1
R anking ord er  of trad e in  T e x t ile s  and Clothing for  the a v era g e
trad e b a lan ces betw een  the UK and the ROW
1973-1975
SIT C
V alu es  
(000) 
in  descending  
o rd e r
Rank
o rd e r C lass
653 .2 69977 1 I
6 5 7 .6 42112 2
651 .6 35274 3
653 .7 25427 4
65 1 .2 20452 5
651 .7 17398 6
655 .8 12057 7
6 5 5 .4 8348 8 II
653 .3 5839 9
6 5 7 .4 3904 10 n i
6 5 1 .4 3679 11
651 .5 3617 12
841 .5 3422 13
656*6 2228 14
655 .6 2076 15
6 56 .2 839 16 IV
653.1 -3 4 17 V
6 53 .6 -381 18
656.1 -718 19
6 5 4 .0 -3670 20 VI
6 5 3 .4 -5970 21 v n
6 52 .2 -7559 22
841 .2 -7874 23
657 .5 -12203 24 VIII
651 .3 -14206 25
6 56 .9 -17150 26
653 .5 -44917 27
652.1 -50597 28




Ranking ord er  of trad e in  Iron and S te e l  for  the a v era g e  trad e





in  descending  
o rd e r
Rank
o rd e r C lass
674 .7 32847 1 I
678 .2 27616 2
6 7 3 .4 25414 3
673 .2 21559 4
674 .8 20043 5
677 .0 19281 6
678 .5 19139 7
6 7 9 .0 13440 8
674 .3 12197 9
673 .5 11289 10
675 .0 9515 11 II
6 7 6 .0 8769 12
678.1 8038 13
672 .5 7907 14
673.1 4146 15 III
674.1 1865 16
672 .3 -1 31 17 V
6 7 4 .2 -3534 18 VI
671 .2 -4651 19
678 .3






6 7 1 .4  










TABLE V II-1 3
Ranking o rd er  of trad e in N o n -F erro u s  M etal P rod u cts fo r  the





in  descend ing  
o rd e r
Rank
o rd e r C la ss
282 .2 59184 1 I
6 9 8 .0 58051 2
691.1 54366 3
681 .2 51697 4
6 95 .2 26001 5
693.1 18345 6
6 9 6 .0 12216 7
6 83 .2 8118 8 II
694 .2 5764 9
692.1 4218 10 III
68 6 .2 1216 11
-685.2 686 12 IV
694.1 -200 13 V
687.1 -530 14
697.1 -1059 15 VI
697 .2 -5310 16 VII
68 4 .2 -8797 17
683.1 -1 2480 18 VIII
689 -13295 19
681.1 -21307 20





TA BLE V II-14
R anking o rd e r  of M echanical E n g in ee rin g  P ro d u c ts  fo r  the a v e ra g e  





in  descend ing  
o rd e r
Rank
o rd e r C la ss
7 1 2 .5 183741 1 I
7 1 1 .5 182564 2
717.1 120139 3
7 1 1 .4 112274 4
7 1 9 .8 110594 5
7 1 8 .4 101084 6
7 1 9 .2 91305 7
7 1 9 .9 81899 8
715.1 49581 9
718 .5 45536 10
719.1 35435 11
719 .6 27688 12
7 1 1 .3 24782 13
7 18 .3 24068 14
7 1 8 .2 22858 15
718.1 22469 16
719 .5 20656 17
7 1 5 .2 20561 18
7 1 2 .2 13397 19
712.1 8843 20 II
719 .7 6946 21
7 1 7 .2 6202 22
714.1 6132 23
717 .3 2807 24 III
7 1 9 .4 1662 25
714 .2 -4597 26 VI
71 4 .9 -9089 27 vn
714 .3 -23697 28 vni
719 .3 -46413 29
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T A B L E  VII-1 5
R anking o rd e r  of t ra d e  in  E le c tr ic a l  E n g in eerin g  P ro d u c ts  fo r  





in  descend ing  
o rd e r
Rank
o rd e r C lass
7 24 .9 96784 1 I
722.1 93468 2
723.1 72070 3
7 2 2 .2 32254 4
729 .5 26339 5
729 .9 24523 6
725 .0 21347 7
729.1 16271 8
7 2 9 .4 12641 9
7 2 9 .2 11472 10
726 10625 11
8 1 2 .4 8707 12 II
72 9 .6 7949 13
723 .2 4510 14 III
891 .2 -1950 15 VI
891.1 -6037 16 VII
729 .3 -50775 17 VIII
724.1 -50998 18
7 24 .2 -56870 19
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TABLE V II-16
R anking o rd e r  of t r a d e  in  t r a n s p o r t  equipm ent p ro d u c ts  fo r  the  





in  descend ing  
o rd e r
Rank
o rd e r C lass
732 .8 362871 1 I
732.1 190784 2
732 .3 171 244 3
735 88070 4
734 55187 5
7 32 .7 29631 6
7 3 2 .4 25427 7
733.1 22780 8
733 .3 20393 9
731 1 5250 10
732 .2 11442 11
7 3 2 .6 3 12 IV
732 .9 -14732 13 VIII
732 .5 -18366 14
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As it  w as s ta te d , th e  ap p ro ach  to  th e  a n a ly s is  depends on the  a v e rag e  
tra d e  ba lan ce  fo r  the  p e rio d  1973-1975, o th e r  th an  u sing  the  tra d e  
balance  fo r  each  y e a r .  T h is  is  m eant to  sa tis fy  the  follow ing:
(a) To r e - d is t r ib u te  the  e ffec t of the  re d u c tio n  of t a r i f f ,  th a t ought 
to be iso la te d  a n d /o r  c o n s id e re d  y e a r  by y e a r .
(b) To a v e ra g e  th e  r a te  of in fla tio n  fo r  th e  y e a r s  1973-1975 . A s fo r  
the  in fla tio n  r a t e  no attem pt h as been  made to  a d ju s t th e  t r a d e  f ig u re s  to 
a b ase  y e a r ,  say  1970. The p re -a d ju s te d  tra d e  f ig u re s  a r e  being  used  
in  the  im p o rts  and  e x p o rts  s ide  valued  in  the  sam e c u r re n c y , s te r l in g .
By so do ing , the e ffe c t of the r a te  of in fla tio n  on th e  tra d e  f ig u re s  w as 
o ffse t and taken  c a r e  o f.
A gain T ab le s  VII-1 to  V II-16 a r e  a  sum m ary of the in d u s tr ie s  ' tra d e  
r e c o rd  by c la s s  p e rfo rm an ce , mutual t r a d e  ra n k in g , which in d ic a te s  the 
ba lan ce  of m utual U K /E E C  tra d e  in  th e  p ro d u c ts  c o n ce rn ed , and of mutual 
UK/ROW tra d e  fo r  the  same p ro d u c ts .
As the p u rp o se  of th e  above a n a ly s is  i s  only to  in d ica te  the  com parative  
co st p o sition  of th e  p ro d u c ts  in  the  re le v a n t  in d u s try  se c tio n , we should 
em phasize the  follow ing:
(a) The d isc u ss io n  m akes no a ttem pt to  deal w ith th e  209 com m odities 
in d iv id u a lly . R a th e r ,  comments th a t we w ill r e v e a l  in  th e  conclusion  
r e s t r ic te d  to  po in ts  w hich a p p ea r to be of sp ec ia l in te r e s t .  The re a so n s  
fo r  adopting th is  tre a tm e n t a r e  p a r tly  a  m a tte r of len g th , and  p a rtly  to  
re f le c t  a w a re n e ss  th a t the  kind of comment re q u ire d  would demand 
in tim ate know ledge of ind iv idual p ro d u c ts  and  m a rk e ts .
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(b) The assignm en t of a  commodity to a  c la s s ,  sca le  c a te g o ry , d oes 
not c a r r y  w ith i t  any  firm  in d ica tio n  a s  to  the d ire c tio n  of th e  e ffect of 
UK a c c e ss io n  to  th e  EEC upon th e  p ro d u c t. A ll th a t can  be sa id  i s  th a t 
th e re  is  te n ta tiv e  ev idence th a t the  B r i t is h  p ro d u c e rs  of item s p laced  
in  C la ss  I ,  have done w ell in  the sen se  th a t th e i r  output h a s  been  
l a r g e r  than  i t  would have been  if the UK rem ained  ou tside  th e  E E C , 
and v ice  v e r s a  w ith  r e g a r d  to  B r it is h  p ro d u c e rs  of com m odities found in 
C la s s ,  s a y , V o r  V I.
(c) It i s  a lso  im portan t to  rem em ber th a t ind iv idual UK p ro d u c e rs  of 
any given item  w ill not n e c e s s a r i ly  a ll  be a ffec ted  in  the  sam e w ay. F o r  
exam ple, a  p a r t ic u la r  p roduct may be a ss ig n e d  to  C la ss  XV, and although 
B r i t is h  p ro d u c e rs  a s  a  w hole might th e re fo re  have found the  going 
re la tiv e ly  h a rd , th e re  might w ell be m an u fac tu re rs  which a r e  r a th e r  
m ore fav o u rab ly , o r  a lte rn a tiv e ly  le s s  fav o u rab ly , b ecau se  of supply o r  
dem and fa c to rs  p e c u lia r  to  the  f irm .
But w hat do the  above T a b le s  VII-1 to V II-8  te l l  u s?  R ely ing  on the 
h y p o th esis  in tro d u ce d  a t the  beginning of th is  C h ap ter re g a rd in g  
C om parative C ost A n a ly s is , i t  h as  been  assu m ed  tha t the ra n k  o rd e r  of 
the  p ro d u c ts  and  the  c la s s  p e rfo rm an ce  a ss ig n e d  to i t  would in d ica te  the  
com parative  c o s t ad v an tag es  th a t th o se  p ro d u c t en joy . H en ce , it 
could  be concluded  th a t C la ss  I p ro d u c ts  have perfo rm ed  fav o u rab ly  in  
the  la s t  th re e  y e a r s ,  1973-1975, s in ce  th e  m em bership  and; ev ery th in g  
being  equal; have a high p o ten tia l opportun ity  in  the  m a rk e t. C la ss  II 
p ro d u c ts  enjoy the  second  p la c e , and so on . C la ss  V to  C la ss  VIII 
p ro d u c ts  faced  s e v e re  com petition and e x p o r te r s  to the  UK m ark e t, from  
the r e s t  of the E E C  c o u n tr ie s , have an  opportun ity  co st advan tage  o v e r 
th e  B r it is h  p ro d u c e rs .
2 5 2
As fo r T ab le s  V II-9 to  V II-16 , th a t a r e  co n ce rn ed  w ith UK/ROW 
p ro d u c t tra d e  perfo rm ance and the  C la ss  i t  i s  a ss ig n e d  to , i t  could  be 
r e a d  in  the  sam e way a s  above.
A com parison  betw een the  co rre sp o n d in g  p ro d u c t in  both U K /E E C  and 
UK/ROW re la t iv e  ta b le s  would in d ica te  d iffe ren t p roduct p e rfo rm a n c e s . 
T hat i s  to  say  a p a r t ic u la r  UK p ro d u c t th a t enjoyed a  fav o u rab le  
p erfo rm ance  in  the E E C  m arket could  do the  sam e, face  the  a d v e rse  
s itu a tio n  o r  perfo rm  b e tte r  in  th e  ROW. T h is  w ould depend on th e  
d iffe ren c es  of the UK p ro d u c e rs ' com parative  co st ad v an tag es  in  re la tio n  
to  th e  co m p etito rs  in  each a r e a ,  EE C  o r  ROW.
So f a r ,  th is  ch ap te r h as  sought to p re s e n t  the  underly ing  h y p o th esis  
of the method used  in  the  a n a ly s is ,  the ju s tif ic a tio n s  fo r  using  i t  and 
the  d iff icu ltie s  overcom e in  applying i t .  We a lso  d e sc r ib e d  th e  s te p s  
tak en  to  re a c h  a ra n k  o rd e r  of the chosen  p ro d u c ts . T hen  w e 
in tro d u ced  the  ran k  o rd e r  ach iev ed , w ith a  b r ie f  conclusion  to w hat it 
m eant.
H ow ever, fo r  a n a ly s is  a s  su ch , u n d e rtak en  in  th is  c h ap te r  to  be 
com prehensive  and fu lly  m eaningful, one would:
(i) d is c u s s  the r e s u l t s  ob tained  fo r  each  in d u s try  sec tio n  w ith 
r e f e r e n c e ,  in  d e ta i l ,  to the com parative  c o s t p o sitio n  of th e  re le v a n t 
p ro d u c ts ;
(ii) r e la te  the  r e s u l t s  ob tained  by th is  ra n k  o rd e r  to th o se  of 
s im ila r  s tu d ie s .
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(iii) Com pare the  above r e s u l t s  w ith  the  o v e ra ll pe rfo rm an ce  of the 
UK tra d e  f ig u re s .
N e v e r th e le s s , th is  is  a  ta sk  th a t i s  out of the  scope of th e  study in 
hand; w hich c a lls  fo r  and s tan d s  to  be a  s e p a ra te  s tu d y .
What we w ill u n d ertak e  is  to :
(a) deduce co nclusions from  the above a n a ly s is ;
(b) com pare the r e s u l ts  of the U K /E E C  p ro d u c ts  ra n k  o rd e r  
w hich th o se  of the UK/ROW fo r  each  in d u s try .
(c) r e l a t e ,  w henever p o ss ib le , the  find ing  of the  p re lim in a ry  and 
main su rv e y s  to  th e  r e s u l t s  ob tained  from  the above a n a ly s is .
T h ese  a r e  in  C h ap ter V III, the C o n clu sio n s .
CH APTER V m
R E S U L T S  AND CONCLUSIONS
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We concluded the  study in  hand a t the tim e of the W e s t 's  summit m eeting 
in B onn, West G erm any, w hich took p lace  during  the p e rio d  
16-17  Ju ly  1978 betw een the  le a d e r s  of th e  seven  most in d u s tr ia liz e d  
w e s te rn  c o u n trie s : C anada, the  F e d e ra l  R epublic  of G erm any, F ra n c e ,
I ta ly , J a p a n , th e  U nited Kingdom of G rea t B rita in  and  N o rth e rn  I re la n d , 
and the  U nited S ta te s  o f A m erica , The E u ro p ean  Community w as 
re p re s e n te d  by the  P re s id e n t of th e  E u ro p ea n  C ouncil and by the P residen t 
of th e  E u ropean  Com m ission fo r  d iscu ss io n  of m a tte rs  w ith in  th e  C om m unity 's 
com petence. The d e c la ra tio n  a t  the  end of the  tw o-day  econom ic summit 
co n ta in s  m easu re s  co vering  g ro w th , employm ent and in fla tio n , 
in te rn a tio n a l m onetary  p o licy , en erg y  and  t r a d e .
R egard ing  th is  com prehensive  s t r a te g y , a s  th e  w o rld  w ill w a it, hopefu lly , 
fo r  i t  to  be m et, we can  em p h asise  th a t the co n clu sio n s  of our study is  
co n ce rn ed  d ire c tly  w ith one o r  two of i t s  m e a su re s . H ow ever, th is  is  
not the  p lace  to e la b o ra te , s in c e  we have to  in d ic a te , f i r s t ,  the p lan  we 
sh a ll follow  in th is  c h ap te r  and th e  d isc u ss io n s  th a t w ill tak e  p lace  
a c c o rd in g ly .
We p ro je c ted  th a t the co n c lu sio n s  would be d raw n a s  fo llow s:
8.1 The r e s u l ts  obtained  from  the p re lim in a ry  su rv ey  (the
q u e s tio n n a ire ) .
8 .2  The r e s u l ts  a cq u ired  from  the  tra d e  a n a ly s is .
8 .3  The r e s u l ts  we re a c h e d  from  th e  a n a ly s is  of the c a se  s tu d ie s
in  the main su rv e y .
8 .4  Summing up.
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8,1 R esu lts  of the  a n a ly s is  of th e  p re lim in a ry  su rv e y s  (the 
q u estio n n a ire )
We be lieve  th a t the r ig h t s ta r t  to th is  sec tio n  is  w ith  a  tab le  th a t 
sum m arises  the  r e s u l ts  ob tained  from  th e  p re lim in a ry  q u e s tio n n a ire .
In th is  T ab le  VIII-1 , we have le ft out the  in tro d u c to ry  q u estio n s  w hich 
gave us a  background  to  the firm s th a t re sp o n d ed  to  the  q u e s tio n n a ire , 
and we co n cen tra ted  on th o se  q u estio n s  w hich re f le c t  th e ir  a ttitu d e s  and 
e x p ec ta tio n s .
T ab le  VIII-1 show s, and th e  a n a ly s is  in  C h ap ter IV in d ic a te s , th a t the  
ad v an tag es  of jo in ing  the  EEC  and the expec tions of in c re a s in g  s a le s  in  the 
ex tended  m a rk e t, a r e  sh a re d  by many co m pan ies  in the th re e  s iz e  
c a te g o r ie s ,  la rg e ,  medium and sm all f i rm s .
It a lso  show s ex p ec ta tio n s  of ob ta in ing  econom ies of sca le  and of 
ach iev in g  g re a te r  effic iency  w hich w e re  a ttr ib u te d  to the  re d u c tio n  of 
t a r i f f ,  and hence to in c re a s e d  s a le s .  A lso m ost firm s thought fav o u rab ly  
of B r i ta in ’ s e n try  in to  the  EE C  in re la tio n  to  th e ir  exp ec ta tio n  of in c re a s e d  
t r a d e .
T h is  co n c lu s io n , re g a rd in g  the ad v an tag es  of the ta r i f f  red u c tio n  and  i ts
im pact h as  a lso  been re a c h e d  by a su rv ey  conducted  by "T he T im es"
^ . (* )b u s in e ss  n ew s. T ak ing  p a r t  in  the  su rv ey  w e re  company ch a irm en  of 
the  la rg e s t  in d u s tr ia l and fin an c ia l com panies in th is  co u n try .
(*) D avid B lak e , fo re ig n  e d ito r ,  b u s in e ss  n ew s, "T he  T im es, 
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A gain , an  opinion poll conducted by "Opinion R e se a rc h  C en tre"  on
( * )b eh alf of the  "E co n o m ist" '  ̂ showed th a t the  m em bership  of th e  E E C , 
i . e .  the ad v an tag es  ob ta ined  from  th e  ex tended m ark e t and the ta r i f f  
re d u c tio n , have helped  s ig n ifican tly  50 la rg e  firm s and  34 o th e rs  of a 
mnaller s iz e .  T h ese  r e p re s e n t  one th ird  of the re sp o n d e n ts  in  the  above 
s u rv e y .
T h a t w as p roof of the po in ts made ty  p ro - m a r k e te e r s , who a rg u e d  th a t 
the  c re a tio n  of an in te g ra te d  E u ro p e  v o u ld p ro v id e  a  la rg e  and  ra p id ly  
grow ing  dom estic m arket fo r  UK in d u s try , and it w as ev iden t in  th e  
re s p o n s e s  w e re c e iv e d  to  o u r p re lim in a ry  su rv e y , a s  f a r  a s  the  
ex p ec ta tio n s  of in c re a s e d  s a le s  a f te r  the  e n try  in to  th e  E E C  w ere  
co n ce rn e d . Most of th e  firm s th a t re sp o n d ed  to  th e  q u e s tio n n a ire  
ex p ec ted  an in c re a s e  in  th e ir  s a le s  volum e, w ith d iffe ren t p e rc e n ta g e s , 
due to  ta r if f  re d u c tio n .
T h is  m eans th a t the firm s we su rv ey ed  see  B r i ta in ’ s e n try  in to  th e  EEC  
a s  advan tageous to  th e ir  tra d e  and so to  th e i r  o p e ra tio n s . T hat
( * * )
con clu sio n  w as m entioned by most f irm s , but w ith  d iffe ren t ju s t i f ic a t io n s . '
The above conclu sio n s  co incide  w ith th e  CBI E urope  Com m ittee R ep o rt 
in  1975 w hich put i t s  c a se  d ec is iv e ly  in  fav o u r of B r i ta in 's  e n try  in to  
th e  Community. It s a id , "The E u ro p ean  Community is  c re a tin g  a  sing le
(*) T he  E co n o m ist, D ecem ber 29, 1973 and May 17, 1975.
(**) S ee  C h ap ter IV , Comments on Q .1 6 .
(***) B r i t is h  In d u stry  and  E u ro p e ; A r e p o r t  by th e  CBI E uro p e  
C om m ittee, M arch , 1975.
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in te g ra te d  in d u s tr ia l and econom ic en tity , f re e  of ta r i f f s  and o th e r  
b a r r i e r s  to  t r a d e ,  w ith i t s  f i s c a l ,  le g a l and  f in an c ia l environm ent 
h a rm o n ised  to fa c ili ta te  the  o p e ra tio n s  of in d u s try  and  com m erce of a 
fu lly  con tinen tal m agnitude. The Community w ill acco rd in g ly  ach iev e  
th e  w ide b a se  e s s e n tia l  to in d u s tr ie s  involved  in  advanced  tech n o lo g ies  
o r  benefiting  from  econom ies of s c a le ,  it  p ro m ise s  i t s  e n te r p r is e s  f re e  
a c c e s s  to  a  m arke t of 260m people for th e i r  goods and s e rv ic e s ;  
i t  p ro v id es
The CBI r e p o r t  w ent on to r e f le c t  the  v iew s of i t s  m em bers by a sk in g  
them th e ir  opinions on the main econom ic c o n s id e ra tio n s  of the  adv an tag es  
they  thought they  gained  from  UK m em bership  of th e  E E C . The w ide ran g e  
of f a c to rs  m entioned by t r a d e  a s so c ia tio n s  and com panies can  be sum m arised  
a s  fo llow s:
-  B r it is h  in d u s try  and  com m erce can i l l  a ffo rd  to  be a t any t r a d e  
d isad v an tag es  in the  EEC  m a rk e t, v h ic h is  of v ita l in p o rtan ce  fo r  
UK v is ib le  and in v is ib le  e x p o r ts .
-  T rad e  b en efits  a lre a d y  gained  o r  in  p ro sp e c t by the end of th e  
t ra n s it io n  p e rio d .
-  T a rif f  f re e  a c c e s s  to the  E E C  is  e s s e n tia l  fo r  B r it is h  in d u s try  
to  exp lo it the p o ta itia l o ffe red  by i t s  l a r g e s t  and n e a re s t  ex p o rt 
m arke t a r e a ,  and reco u p  ground lo s t  d u rin g  o u r ex c lu s io n .
-  S e c u re  a c c e s s  to  the  la r g e r  m ark e t.
-  The need  to  c re a te  a  h a rm on ised  env ironm ent in  w hich in d u s try  can 
o p e ra te  e ffec tiv e ly  on a E u ro p ean  s c a le .
-  A sh a re  in the C om m unity 's econom ic g row th .
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-  T rad e  b en efits  a lre a d y  gained o r  in  p ro sp e c t by the end of th e  
tra n s it io n  p e r io d . A num ber of the  com panies re p o r te d  a 
d ram atic  in c re a s e  in  ex p o rts  to th e  EE C  in  the f i r s t  e ig h teen  
months of m em bership  d esp ite :
(a) the  s t i l l  f a r  from  com plete rem oval of ta r i f f  b a r r i e r s ;
(b) the  swam ping of the e ffec ts  of some ta r i f f  changes by 
exchange r a te  flu c tu a tio n s ;
(c) the c o n s id e ra b le  p re s s u re  of demand on cap ac ity  
d u rin g  1973;
(d) the need  to  bu ild  up m arketing  and s e rv ic e  f a c i l i t ie s  in  
the E E C  c o u n tr ie s ;
(e) the need  to ad ap t s ta n d a rd s , s ty le s ,  and sp e c if ic a tio n s  to 
su it th e  re q u ire m e n ts  of the  E E C  c u s to m e rs ."
T h is  r e p o r t  is  w ithout doubt a  su p p o rt to  o u r  fin d in g s . The in te re s t in g  
th ing i s  th a t i t  w as conducted  in  1975, ju s t  a f te r  o u r p re lim in a ry  su rv ey  
had tak en  p la c e , in  1974.
H ow ever, a s  th e  p re lim in a ry  su rv ey  in  o u r study is  p a r t  of a  w id e r 
r e s e a r c h  involv ing  c a se  s tu d ie s  and tra d e  a n a ly s is ,  than  th a t of the  CBI, 
we ought to  inc lude  in the c o n c lu s io n s , re la t in g  to  the q u e s tio n n a ire , what 
w as re a d  from  th e  a n a ly s is  in  C hap ter IV and T ab le  VIII-1 , and  not to 
confine it only to  th e  advan tageous e x p ec ta tio n s , w hich w ere  su s ta in e d  
by the T im es , the  E conom ist, and  th e  CBI p u b lic a tio n s .
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So the  o th e r main co n clu sio n s of the  fin d in g s  of th e  p re lim in a ry  su rv ey  
could  be sum m arised  a s  fo llow s:
Most of the firm s su rv ey ed  had no m anufactu ring  e stab lish m en t(s) in  the 
s ix  EE C  c o u n tr ie s  b e fo re  1 st Jan u a ry  1973. L a rg e  f irm s , a s  they  w ere  
u su a lly  in te rn a tio n a l o r  m ultinational com pan ies, h ad , a s  ex p ec ted , 
m ore e s tab lish m en t(s) than  the m ed ium -size  o r sm a ll-s iz e  f irm s . It 
fo llow ed th a t each  firm  s iz e  had im plem ented d iffe ren t p o lic ie s  to w ard s  
investm ent p lan s  o r  expansion  p rogram m es in  the ex tended  m a rk e t.
It w as a lso  re v e a le d  th a t m ost of the re sp o n d e n ts  had  tra d e d  w ith  one o r  
m ore of the E E C  c o u n tr ie s  b e fo re  e n try . It w as in te re s t in g  to  note th a t 
sm all firm s s h a re d  w ith  the la rg e  and  medium s iz e  f irm s  in  th a t r e s p e c t .  
T h is  m eans th a t p a s t e x p e rien ce  in  tra d in g  w ith  the m arket i s  th e re  and 
w ould help  a s  a  s ta r t in g  b a se  fo r  th e  exp lo ita tio n  o f, and the adap ta tio n  to , 
the new cond itions c re a te d  by jo in ing  th e  Community. Exam ples of th o se  
new cond itions a r e  e lim ination  of ta r i f f ,  custom  union , p ro d u c t 
s tan d a rd iz a tio n  and a c c e s s  to a la r g e r  m arket on an equal foo tin g .
Of th o se  who had  not tra d e d  w ith one of the  E E C  c o u n tr ie s  b e fo re  e n try , 
only th re e  firm s s ta r te d  tra d in g  a f te r .  T h is  low p e rc e n ta g e  in  the  p a s t 
t ra d e  e x p e rien c e  can be in te rp re te d  in  th e  know ledge th a t th o se  firm s had 
to  go th rough  d iffe ren t p o lic ie s , m ark e tin g  and c ap ita l a p p ra is a ls  in  
o rd e r  to  s ta r t  t r a d in g . M oreover, the  fu ll ad v an tag es  of the elim ination 
of ta r i f f s  w e re  not a t w ork a t the tim e th e  q u e s tio n n a ire  w as a n sw e re d .
A nother in d ica tio n  th a t B r i ta in ’s being a  m em ber of the  EE C  had r a is e d  
the ex p ec ta tio n s  of B r i t is h  m a n u fa c tu re rs  of in c re a s in g  th e i r  s a le s  
volum e, w as i l lu s t r a te d  by th o se  f irm s v h o tra d e d  w ith  one of the  EEC
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c o u n tr ie s  befo re  B r i ta in 's  e n try .  A s th e  m ajo rity  ex p ec ted  th a t th e ir  
t r a d e  would be a ffec ted  by the  no e n try  s itu a tio n , devaluation  of the £ 
w ith the floa ting  exchange policy  w as a s  much a help  to  tra d e  a s  th e  
g ra d u a l elim ination  of t a r i f f s .  T h is  p ro d u ced  a  fav o u rab le  e ffec t 
(e ith e r  s ig n ifican tly  o r  m arg ina lly ) fo r  the  m ajo rity  of firm s th a t re sp o n d ed  
to  th e  re le v a n t q u es tio n .
In c re a s e d  com petition in  the home m ark e t, due to  B r i t a in 's  ad h e ren c e  to  
th e  Community, from  firm s  in  the  o th e r  E E C  c o u n tr ie s  w as ex p ec ted  by 
62% of the f irm s  su rv e y ed . Of them , 49% ex p ec ted  th a t th is  new 
com petition  would not change th e i r  s a le s  volum e, though 44% ex p ec ted  
th a t th e  EE C  co m petito rs  would c ap tu re  p a r t  of th e i r  s a le s  in  the  home 
m arke t w ith  the  e ffec t th a t the sh ift in  t r a d e  would be in  fav o u r of the 
c o m p e tito rs . 7% w ere  not c e r ta in  of the  p o ss ib le  e ffe c t . To th o se  who 
ex p ec ted  sh if ts  in  tra d e  in  fa v o u r of the c o m p e tito rs , th e  p o ss ib le  
p o lic ie s  to m eet the  new com petition  w e re  e x p re s s e d  a s  fo llow s:
8% would cut th e ir  p r ic e s .
64% would im prove th e i r  p ro d u c ts .
25% would im prove th e i r  p ro d u c tio n  m ethods.
3% would face  the  new com petition with o th er m eans.
It is  c le a r  from  b reak in g  down the  above in tended  p o lic ie s  th a t im proved  
p ro d u c ts  is  the av a ilab le  and w e ll-su p p o rte d  policy  (im provem ent could  
be e i th e r  in  the u sa g e , the q u a lity  o r  th e  s e rv ic e s  re la tin g  to th e  p ro d u c t) . 
C utting p r ic e s  a s  a fu r th e r  option re c e iv e d  le s s  r e s p o n s e , a s  they  would 
not follow  th is  avenue in  view  of the  p r ic e - c o s t  re la tio n s h ip .
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In b reak in g  down how each  s iz e  g roup  expec ted  th e  e ffec t of e n try  on 
com petition  in the home m ark e t, i t  w as the  medium s iz e  firm s  (76% of 
th e  re sp o n d en ts), then th e  la rg e  s iz e  g roup  (64% of th e  re sp o n d en ts )  
th a t m ost expected  in c re a s e d  com petition . The sm a ll-s iz e  g roup  w ere  
d iv ided  n e a r ly  equally  betw een ex p ec ta tio n  of in c re a s e d  com petition 
and  no in c re a s e .  T h is  r e s u l t  is  in  harm ony w ith  the  p a s t tra d e  
e x p e rien c e  in  the  m arke t fo r  each  s iz e  g ro u p , a s  e s ta b lish in g  a  foothold 
in  th e  m arke t of one of the  o rig in a l s ix  E E C  s ta te s  would g e n e ra te  a  
m otivation  on the  p a r t  of the c o m p e tito rs  to  invade th e  UK m a rk e t, even 
b e fo re  e n try . T h is  p ro c e s s  would have been  helped  by B r i ta in ’ s 
m em bersh ip . On the  o th e r  hand , th is  r e s u l t  is  th e  outcome of the 
s im ila r ity  of s tru c tu re  and p ro d u c t s ta n d a rd s  of th e se  s iz e  g ro u p s , 
w ith  th o se  of th e ir  c o u n te rp a r ts , th e i r  c o m p e tito rs , in  th e  o th e r  EEC  
s ta t e s .
When com panies w e re  a sk ed  if they  expec ted  to change th e ir  m ethods of 
m ark e tin g  and d is tr ib u tio n , th e ir  re s p o n s e s  w e re  th a t 47% ex p ec ted  
changes to be c a r r ie d  out a f te r  the en try  and 53% ex pec ted  no ch an g e . 
T h is  c o rre sp o n d s  w ith the  ex p ec ta tio n s  of in c re a s e d  tra d e  a f te r  the  en try  
w hich would n e c e s s ita te  ag en ts  be ing  ap p o in ted , opening d ire c t  o u tle ts , 
o r  in c re a s in g  the  num ber of s a le s  re p re s e n ta t iv e  v is i t s .  A lso  the no 
change expec ta tion  c o r r e la te s  w ith the a lre a d y  e s ta b lish e d  tra d e  
re la t io n s h ip .
Only a sm all p e rc en ta g e  of firm s (14%) s ta te d  th a t they  would not be 
ab le  to  se ll  the  sam e kind of p ro d u c ts  th a t they  p roduced  a t the tim e of 
the q u e s tio n n a ire . Of them , 50% w ere  p lanning only a  m inor change to 
th e i r  p ro d u c ts , the  r e s t  w ere  d iv ided  betw een e i th e r  the  n eed  fo r  a  m ajor
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change to  be ap p lied  to th e i r  e x is tin g  p ro d u c ts , o r  in tro d u c in g  a  com pletely
new p ro d u c t. T h is ad ap ta tio n  to  th e  p ro d u c ts  m arke t re q u ire m e n ts  is
in  lin e  w ith p ro d u c ts  s tan d a rd s  e ith e r  s e t out by the  d ire c tiv e  co n ce rn ed
in  the E E C  Com m ission o r th o se  dec id ed  by d iffe ren t in d u s try  fe d e ra tio n s
in  th e  E E C  c o u n tr ie s . T h ese  a r e  u su a lly  lab e lled  a s  te ch n ica l b a r r i e r s  
( * )to  e n try .  H ow ever im portan t th is  point a s  an  o b s ta c le  to  the flow of 
t r a d e  in  the Community, we should d ire c t  a tten tio n  to  two v a lid  
o b s e rv a tio n s . The f i r s t  is  th a t 86% of f irm s  q u estio n ed  s ta te d  th a t they  
e x p ec ted  to  be ab le  to  s e ll  th e ir  e x is tin g  p ro d u c ts . S eco n d ly , we should  
not assum e th a t a ll  the changes needed  to  be app lied  to  the  p ro d u c ts  
w e re  n e c e s s a r i ly  c a lled  fo r  to  m eet the s ta n d a rd s  m entioned ab o v e . 
C hanges could be re q u ire d  to s a tis fy  the c o n su m e rs ’ b eh av iou r in  the 
d iffe re n t EE C  c o u n tr ie s .
P la n s  fo r  d ire c t  investm ent in  p la n t, in  any o th e r m em ber s ta te s ,  w ere  
ru le d  out by 83% of f irm s . T h is  in ten tio n  w as a  w e ll-c a lc u la te d  fo re c a s t  
a s  i t  b rought the p ro je c ted  investm ent in  any  of the  EE C  c o u n tr ie s , a f te r  
the  e n try , in to  r e c ip ro c a l  re la tio n  to the declin e  in  in d u s try  inv estm en ts  
th a t m a te r ia lise d  in  1973, 1974 and 1975.^ ^
G re a te r  p ro d u c tio n  e ffic iency  and econom ies of s c a le  w ere  expec ted  to 
be ob ta ined  by the m ajo rity  of firm s (59%, and 66% re sp e c tiv e ly )  due to 
th e  p ro je c te d  s a le s  in c re a s e  in  the  ex tended  m ark e t a f te r  B r i ta in ’s 
a c c e s s io n .
(*) S in ce  1969, when th e  Council of the  S ix  adopted  an am bitious 
p rogram m e, b ased  on A rtic le  100 of the  Rome t r e a ty ,  fo r  the  
rem oval of te ch n ica l b a r r i e r s  to t r a d e , only about 100 such 
d ire c tiv e s  have been  ap p ro v ed . H ow ever, th is  point w ill be 
fu lly  co v ered  la te r  when we d is c u s s  th e  r e s u l ts  ob ta ined  from  
the c a se  s tu d ie s .
(**j S ee  the  CBI in d u s try  s ta t is t ic s  p u b lica tio n s .
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T h is  and  the o th e r  ex p ec ta tio n s  d is c u s se d  above w ill be a s s e s s e d  to see  
w hat ac tu a lly  took  p lace  in  the  forthcom ing sec tio n  when we re v e a l  the 
r e s u l t s  obtained  from  a n a ly s is  of the  c a se  s tu d ie s .
H ow ever, th e  fo llow ing a r e  the  conclu sio n s  draw n from  the a n a ly s is  
of the  p re lim in a ry  su rv e y  d isc u sse d  in  C h ap te r IV . It com plem ents 
th o se  fo reg o in g  r e s u l t s  we re a c h e d  from  looking a t T ab le  VIII-1 :
I .  C on tribu ting  fa c to rs
T able  VIII-1 in d ic a te s  the re s p o n s e s  to  the qu estio n  of the  ex p ec ta tio n s  
of th o se  firm s who tra d e d  w ith one o r  m ore of th e  o rig in a l s ix  E E C  
m em bers b e fo re  e n try .  The follow ing a r e  fe a tu re s  as  to  why B r i ta in ’ s 
m em bership  fo r  them  is  not an  e ffec tiv e  fa c to r  on th e i r  e x is tin g  tra d e  
re la tio n s :
(A) T a rif f  E lim ination
As ta r i f f  red u c tio n  w ould help in  re d u c in g  p r ic e s  -  o th e r f a c to r s  being 
equal -  the firm s  th a t have w e ll-e s ta b lish e d  m ark e ts  p r io r  to  E E C  en try  
would not have com petitive  p r e s s u r e s  e a se d  fo r  them  a s  th e i r  so u rc e s  of 
com petition  a r e  not m ainly p r ic e  o r ie n ta te d . A lso  ta r if f  re d u c tio n s  have 
been  o ffse t by in c re a s e  in  c o s ts  due to  th e  h ig h e r in fla tio n  r a t e .
(B) N atu re  of b u y e rs
Some f i r m s ’ p ro d u c ts  a r e  dependent fo r  th e i r  s a le s  on EE C  c o u n tr ie s ’ 
governm ent ex p en d itu re  p ro g ram e s . H ence m em bership  of th e  Community 
is  not a  d e te rm in an t fa c to r  to s a le s  in c re a s e .
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(C) N a tu re  of P ro d u c ts
Some firm s produce  p ro d u c ts  th a t by th e i r  c h a r a c te r is t ic s  a r e  uneconom ic 
to  ex p o rt ( e .g .  p la s tic  m ouldings), so fo r  them th e  no e n try  s itu a tio n  is  
the  sam e a s  the  en try  c a s e .
T rad e  in  a e ro sp a c e  p ro d u c ts  in  West E u ro p e  does not a p p e a r  to have 
been  g re a tly  a ffec ted  by e n try  in to  the  Common M arket, a s  a e ro sp a c e  
m a n u fa c tu re rs , including  UK com pan ies , have a lw ays o p e ra te d  on the 
b a s is  of a  w orldw ide m a rk e t. S a le s  tend  to  be se n s itiv e  to  fa c to rs  such 
a s  co lla b o ra tiv e  lin k s  (which e x is te d  long b efo re  e n try ) , p o litic a l,  
te c h n ic a l, m ilita ry  f a c to r s ,  and in  the c a se  of c iv il s a le s  p a r t ic u la r ly ,  to 
the c re d it  which the  m an u fac tu re r can  o f fe r .
A te x tile  m an u fac tu re r s ta te d  th a t the  im m ediate effec t of e n try  on th e ir  
tra d e  w as s lig h t, a s  sh o rt te rm  ch anges a r e  un like ly  on te x ti le  p ro d u c ts .
T rad e  in  cap ita l p lan t and  equipm ent is  u su a lly  concluded on the  b a s is  
of technology involved i r r e s p e c t iv e  of m ark e t p la c e , custom  union , o r  
econom ic ag reem en t.
F in a lly , fa c to rs  a tta ch ed  to the p ro d u c ts  ( e .g .  tech n ica l s u p e r io r i ty ,  
a f te r - s a l e s  s e rv ic e s  and e ffic ien t ag en ts  and s a le s  o rg an isa tio n ) w ere  
e x p re sse d  a s  re a so n s  fo r  long p a s t t r a d e  e x p e rien c e  w ith the  E E C , th is  
would not be a ffec ted  by e n try .
(D) O ther b a r r i e r s  to e n try
Some firm s  e x p re s se d  p e ss im is tic  ex p ec ta tio n s  b ecau se  of th e  e ffec t of
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( * )
o th e r  b a r r i e r s  to  e n try ' ' th a t overw eigh ted  ta r i f f s ,  and  w hich B r i ta in ’s 
e n try  would not overcom e*
IIo F i r m s ’ Comments
In th e  p re lim in a ry  su rv e y , firm s w e re  a sk e d  to  comment on the adv an tag es  
o r  th e  d isad v an tag es  they  expect in  re la tio n  to th e ir  t r a d e ,  due to  
B r i ta in ’s m em bersh ip . The follow ing a r e  i l lu s tra t io n s  of what f irm s , in  
1974, expected :
(A) A dvantages
An en g in ee rin g  m ultinational com pany w ith  s u b s id ia r ie s  in  the  o rig in a l 
s ix  E E C  c o u n tr ie s , ex p ec ted , b e ca u se  of B r i ta in ’ s m em bersh ip , to  be 
ab le  to  c re a te  a  m ore uniform  and m ore e ffic ien t b a se  fo r  tra d in g  w ith in  
the  g ro u p .
T h is  i s  in  line  w ith  w hat Jam es L ivingstone^ i ie s c r ib e s  many
e n te r p r is e s  • • ,  se iz e d  o p p o rtu n itie s  to  c re a te  new m ark e ts  o r  have 
re a c te d  to e x te rn a l c irc u m stan c es  fav o u rab le  o r  u n fav o u rab le . ’’ He adds 
when d isc u ss in g  the  a l te rn a t iv e , o rg a n iz a tio n a l s t ru c tu re s  in 
in te rn a tio n a l b u s in e s s , and  un d er the  re g io n a l HQ sy stem , the
E uro p ean  Econom ic Community may b e s t be t r e a te d  a s  a  unit w ith 
su b s id ia ry  com panies sp ec ia liz in g  by p ro d u c ts  o v e r the  whole m arket 
in s te a d  of each  try in g  to  p roduce  a whole p ro d u c t ra n g e  fo r each  c o u n try . ’’
(*) We sh a ll a n a ly se  in  d e ta il the e ffec t of th o se  b a r r i e r s  l a te r .
Exam ples of th o se  b a r r i e r s  a r e  ta x a tio n , n a tio n a lis tic  a t t i tu d e s , 
p roduct s ta n d a rd s , e tc .
(**) Jam es M, L iv in g sto n e , The In te rn a tio n a l E n te r p r is e ,  A sso c ia ted  
B u sin e ss  P ro g ram m es L td . ,  1975, pp . 9 1 -9 9 .
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It might be w hat the  m ultinational in  the  p re lim in a ry  su rv ey  had in  mind 
by i ts  expected  uniform  ap p ro a ch . T h is  we sh a ll a s s e s s ,  in  th is  
c h a p te r , when we co n clu d e  w ith the  r e s u l t s  ob tained  from  the c a se  
s tu d ie s , th a t is  the re o rg a n iz a tio n a l s tru c tu re  firm s undertook  a f te r  the 
a c c e s s io n .
O ther advan tages sought by f irm s .in  1974 w ere :
-  G re a te r  custom er in te r e s t ,
-  Im proved tra n s p o r t  fa c il i t ie s
-  P o s itiv e  a ttitu d e  to w ard s  B r it is h  M anufactu res
-  B e tte r  b u s in ess  re la tio n sh ip s
-  The p sycho log ica l advantage  of being a m ember of the  same
community o p e ra tin g  on equal te rm s .
T hat is  of c o u rse  ov er and above th e  ex pec ted  b en efits  re la tin g  to  s a le s  
due to the  elim ination  of t a r i f f s ,  th a t w as accom panied  by the devaluation  
of the pound s te r l in g .
(B) D isadvan tages
-  The m arket is  by no m eans a  p e rfe c t f r e e  m a rk e t, a s
p ro tec tio n ism  s t i l l  e x is t s .  B r ita in  i s  p robab ly  lo s in g  out a s  the  
o rig in a l s ix  m em bers have e x p e rien c e  of p ro tec tin g  th e ir  own 
m ark e t, w h ils t ap p ea rin g  to be f r e e .
-  In su ffic ien t e x p e r ie n c e , lack  of fu n d s , lim ita tio n s  in cap a c ity ,
a r e  h in d ran ces  to tra d e  a s  f a r  a s  sm all firm s a r e  co n ce rn e d .
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-  N a tio n a lis tic  a ttitu d e s  in  m ore than  one coun try  in  th e  E E C ,
-  E xpec ted  in c re a s e d  com petition a t hom e.
T h ese  a r e  the  expected  d isad v an tag es  w hich w e re  e x p re s se d  in  1 974
added  to  the o th e r b a r r i e r s  to  e n try  th a t w ill be d is c u s s e d .
(0 ) G en era l a ttitu d e  to w a rd s  B r ita in  ’ s m em bership
1. E x p re s se d  by la r g e - s iz e  firm s
-  B enefits  from  E E C  en try  a r e  m arg ina l and  do not o ffe r m ajor 
a d v an tag es . The fa llin g  value  of the  pound p ro v id es  g r e a te r  
com petitive ad v an ta g e s ,
-  F irm s  th a t w e re  a lre a d y  exp lo iting  th e  m arke t b e fo re  e n try , 
expected  no m ajo r change, a s  they  m ade, long ag o , the 
n e c e s sa ry  ad justm ent to p ro d u c ts  and  m arke ting .
-  Heavy cap ita l goods m an u fac tu re rs  ex pec ted  the  le a s t  gain  from  
e n try  a s  th e ir  p ro d u c ts  a r e  u su a lly  of a  one off, s p e c ia lis e d  
n a tu re .
A s f a r  a s  cap ita l p lan t goods a re  c o n ce rn e d , m em bership  would not
have expected  to make any d iffe ren ce  in  th e  s t ru c tu re  o r  the  s iz e  of the
m arke t av a ilab le  to  them .
2 . E x p re s se d  by M edium -size firm s
-  P la n ts  th a t p roduce  te ch n ica l p ro d u c ts  a r e  not p r ic e  s e n s itiv e  
and expec ted  only sm all s a le s  volume ch an g es .
-  B reak in g  down ta r i f f  and n o n -ta r if f  b a r r i e r s  a r e  im portan t to  s a le s  
in c re a s e  ex p ec ta tio n s  but s t i l l  ad ap ta tio n  of p ro d u c ts  to m arke t 
re q u ire m e n ts  is  m ore im p o rtan t.
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-  Medium s ize  firm s th a t tra d e d  b e fo re  1973 w ith E E C  c o u n tr ie s , 
sh a re d  the la rg e  s iz e  f i r m s ’ ex p ec ta tio n s  th a t m em bership  would 
have a neg lig ib le  e ffec t on th e i r  t r a d e .
-  F irm s  th a t p roduce  com ponents fo r  m oto rs  and  m otor g e n e ra to rs  
deal d ire c tly  w ith e le c tr ic a l  v e h ic le s  m an u fac tu re rs  a cc o rd in g  to 
needs and sp e c if ic a tio n s , expec ted  no e ffec t of B r i ta in ’s m em bership  
a s  th e ir  t r a d e  would be concluded  w ith the  b u y e rs  co n ce rn ed  in s id e
a  custom  union , an  econom ic community o r  o u ts id e  i t .
-  Many firm s a tta ch ed  m ore w eight to  th e  devalua tion  of the pound
th a t a ffec ted  th e i r  s a le s  r a th e r  than  any in cen tiv e  a r is in g  from  e n try .
-  More p roduct sp e c ia lis a tio n  sought by firm s  o th e r th an  th o se  they  
would have  p rev io u s ly  p lan n ed .
3. E x p re s se d  by s m a ll-s iz e  firm s
-  A long tim e is  needed  to  adap t p ro d u c ts , s t ru c tu re  and  m ethods 
to  the  re q u ire m e n ts  of the  e n la rg ed  m a rk e t. A s a  sm a ll-s iz e  firm  
put i t ,  " . . .  it  w ill be a  v e ry  long tim e b e fo re  t r a d e  w ith th e  E E C  
is  a s  e asy  a s  se llin g  in  W ales ."
-  A g a in  devaluation  of the pound a s  a  he lp  to tra d e  w as e x p re s s e d  by
sm a ll-s iz e  firm s in  th e  same way a s  la rg e  and medium s iz e  f irm s .
-  In su ffic ien t e x p e rien ce  in  tra d in g  w ith th is  m arke t w as e x p re s se d  by 
som e.
-  An e le c tr ic a l  t ra n s fo rm e r  m an u fac tu re r e x p re s se d  the in ab ility  to 
com pete w ith a  lo c a l E E C  m an u fac tu re r a s  h is  p ro d u c ts  a r e  heavy 
fo r th e i r  s iz e  a s  com pared  w ith m ost e le c tr ic a l  a p p a ra tu s , hence 
the c o s t of t r a n s p o r t  m akes them uncom petitive .
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The m arke t w ould benefit th e  l a r g e - s iz e  com panies a s  th is  is  
the  age  of in te rn a tio n a l o rg a n is a tio n s .
E n try  h a s  h e lp ed  firm s w ith p a s t t ra d e  ex p e rien c e  in  the  m ark e t, 
to be m ore com petitive*
A ntic ipa tion  of p o ss ib le  acq u is itio n  by expanded EE C  f irm s , u n le ss  
governm ent f in a n c ia l help  w as in tro d u ced .
In 1 9 7 4 , s h o rta g e  of lab o u r w hich re s u l te d  in  delay  in  d e liv e r ie s  
w as e x p re s s e d  a s  a  h in d ran ce  to  t r a d e .
In c re a s e  in  th e  b u rden  of p a p e r-w o rk .
(*)
High ta x  and r e s t r ic t io n s  on p ro fit m a rg in s ' would make i t  
d ifficu lt to  find  th e  funds needed  fo r  m ark e tin g  and m achinery  
in v estm en t. A s the  opposite  a p p lie s  in  m ore th an  one co u n try  in  
th e  E E C , p ro s p e c ts  fo r  in c re a s in g  t r a d e  a r e  g rim .
III . S ta t is t ic a l  a n a ly s is
( * * )
S ta t is t ic a l  a n a ly s is '  ̂ w as conducted in  C h ap te r IV to  e s ta b lis h  th e  
re la tio n s h ip  betw een  qu estio n  6 and qu estio n  7 . Q uestion  6 w as 
d esig n ed  to  a s s e s s  th e  expec ta tion  of the  e ffec t of jo in ing  th e  Community 
on the t r a d e  of the firm s who tra d e d  w ith  one of the  EE C  m em ber c o u n trie s  
b e fo re  1973 (fav o u rab le , no change o r  u n fav o u rab le ).
(*) T h ese  w e re  econom ic m easu re s  im posed by th e  governm ent of the 
d ay .
(**) T e tra c h o r ic  c o rre la tio n  method to get the co effic ien t {" Y  ) 
betw een  th e  chosen  v a r ia b le s .
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Q uestion  7 w as a s s e s s in g  the effect of ta r i f f  e lim ination  on the
p e rcen tag e  of s a le s  in c re a s e  ex p ec ted . T he c o rre la tio n  betw een  th e se
two q u estio n s  w as high enough fo r  a ll  s iz e  f irm s , the  e n tire  population ,
{*)a ll  th re e  s iz e  g ro u p s  to g e th e r ;  O ur con clu sio n  is  th a t the  m ajo rity  of 
firm s expected  an  in c re a s e  in  th e ir  tra d e  w ith  the E E C  a f te r  B rita in  ' s 
a c c e ss io n  to the  Community due to  ta r i f f  e lim in a tio n , a s  f a r  a s  the 
s ta t is t ic a l  te s t  i s  c o n ce rn ed .
(*) Computed w as a s  fo llow s re g a rd in g  th e  c o rre la tio n  co effic ien t 
betw een Q6 and Q7 (R ef. C h ap ter IV)
L a rg e  s iz e  firm s: .93
Medium s iz e  f irm s: .93
Sm all s iz e  firm s: ,65
E n tire  population: .78
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8 .2  R e su lts  of the T rad e  A n alysis
8 ,2 ,1  C onclusions re a c h e d  from  th e  tra d e  p e rfo rm an ce  in tro d u ced  
in  C h ap te r VII
In C h ap ter VII we produced  a  s e r ie s  of ta b le s  to  ra n k  209 com m odities 
u n d e r e igh t g ro u p s , s e c tio n s , of m anufacture  (ch em ica ls , le a th e r  and 
ru b b e r ,  wood and  p a p e r , non -m eta llic  m in e ra ls , te x ti le s  and  c lo th in g , 
iro n  and s te e l ,  n o n -fe rro u s  m etals and  m isce llan eo u s m etal m an u fac tu res , 
m echan ical e n g in ee rin g , e le c tr ic a l  e n g in ee rin g , t r a n s p o r t  equipm ent).
T he b a s is  of th is  ran k in g  w as the  ex p o rt perfo rm ance of B r i t is h  
m anufactu ring  in d u s try  in  the EEC  a g a in s t the  im p o rts  of the  same 
com m odities from  the  EEC  o v e r the  p e rio d  1973-1975, F o r  com parative  
p u rp o se s  the  sam e an a ly s is  fo r  th e se  com m odities w as in tro d u ced  fo r 
t r a d e  w ith th e  ROW in  th e  same p e rio d .
The aim w as to  in d ica te  the  com parative  c o s t position  of each  commodity 
in  re la t io n  to  ftie r e s t  of the EE C  m ark e t. Item s p laced  to w ard s  the  top  
of the  209 com m odities a r e  goods in  w hich , on the  ev idence  of of p a s t 
tra d e  p e rfo rm an c e , B r i ta in 's  com petitive p o s itio n , re la t iv e  to  th a t of the 
E E C  is  s tro n g . Item s a t the lo w er end a r e  com m odities in  w hich the  p a s t 
t r a d e  r e c o r d ,  ag a in  in  re la tio n  to th a t of th e  r e s t  of the E E C , is  p o o r.
As we in d ica ted  in  C h ap ter V II, the b a s ic  h y p o th esis  is  th a t the  p a tte rn  
of tra d e  in  1 973-1 975 p ro v id es  an in d ica tio n  of u n d erly in g  com parative  
co s t co n d itio n s . T h is  in  tu rn  would be one of the  d e te rm in an ts  of the  
p a tte rn  of t r a d e  and hence of dom estic  p roduction  a f te r  the m em bersh ip  
of the  Common M arket,
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T he co n c lu sio n s  th a t could be d raw n out of the  above a n a ly s is ,  a r e  a s  
fo llow s:
(1 ) Item s p laced  to w a rd s  th e  u p per end of the ra n k  enjoy a  foothold 
in  th e  E E C  m ark e t and  i t s  p ro d u c e rs  have su cceed ed  o r  have an in itia l 
su c c e s s  in  th e  e n la rg e d  m ark e t. T hose  item s a r e  m ainly p laced  in 
C la ss  I and C la ss  II .
Item s p laced  in  C la s s  V to VIII a r e  lack ing  com petitive ad v an tages in  the 
E E C  m a rk e t.
(2) T he u se  of th is  ra n k  o r d e r ,  b esid e  i t s  in d ica tio n  of th e  com parative 
c o s t en joyed  by th e  p ro d u c ts  of ind iv idual in d u s tr ie s ,  cou ld , a t  the same 
tim e , in d ic a te  the  d ire c tio n  of the  E E C ’s e ffec t upon th e  output of th o se  
in d u s t r ie s ,  given th e  p ro p o rtio n  of the UK consum ption and the p ro p o rtio n  
of t r a d e  d iv e râ o n  from  a th ird  p a r tn e r ,
(3) A g e n e ra l p ro p o s itio n  could  be developed  out of th is  a n a ly s is ,  
nam ely th a t the  grow th  of UK e x p o rts  to the EE C  would be c o n ce n tra te d  
on p ro d u c ts  in  w hich the  U K ’s tra d in g  p e rfo rm an ce  h a s  been  re la tiv e ly  
s tro n g  in  th e  p a s t ,  in  o th e r  w o rd s , on item s p laced  to w ard s  the  u p per 
end of th e  ra n k  o r d e r ,  w h ils t th a t of UK im p o rts  ; E E C  e x p o r ts ;  would 
p r im a rily  be in  goods to w ard s  the  lo w er end of the l i s t .
In g e n e ra l the  re la tio n s h ip  betw een a  com m odity’ s p o sitio n  on th e  ra n k  
o rd e r  and  th e  d ire c tio n  of the  effect of the  E E C  can only be a  p ro b a b ility . 
Item s a t th e  to p  should  be goods w hose output would be fav o u rab ly  affected . 
As one m oves down th e  l i s t ,  the  num ber of p ro d u c e rs  who w ould be ab le  
to  r a i s e  output d e c lin e s , w h ils t c a s e s  of p ro d u c e rs  th a t a r e  a d v e rse ly  
a ffec ted  would in c re a s e  in freq u en cy .
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Com m odities found to w ard s  the  bottom  of th e  ra n k  o rd e r  a r e  in  g e n e ra l 
goods w hose output would be lo w er than  in  th e  n o -e n try  p o s itio n .
(4) It is  im plied th a t som ew here aw ay from  th e  e x tre m itie s  of th e  ra n k  
o rd e r  th e re  would be a g roup of p ro d u c e rs  w hose output would g e n e ra lly  
show li t t le  change one way o r  th e  o th e r .  Without a  fu ll ex p lo ra tio n  of 
the b a lance  of paym ents im p lica tio n s  of e n try , w hich in  tu rn  n eed s  a  
com plete a sse ssm e n t of th e  e n try  e ffec t on m anufactu ring  in d u s try , the  
a c tu a l p o sitio n  of th e se  in d u s tr ie s  cannot be s a tis fa c to r ily  found.
(5) T h e re  re m a in s , from  finding the  co n c lu s io n s  re la t in g  to 
C h ap te r V II, to com pare the  com m odities’ o rd e r  re a c h e d  in  th e  U K /E E C  
tra d e  perfo rm an ce  w ith th a t of th e  UK/ROW. C om parison betw een 
p e rfo rm an ces  of com m odities to  both g eo g rap h ica l a r e a s  show s the  
follow ing:
(a ) Some com m odities a t the  top  of the ra n k  o rd e r  in  the  ROW 
m ark e t, have the sam e p o s itio n  in  r e la t io n  to the  E E C . T h is  im p lies  
an  e s ta b lish e d  in te rn a tio n a l com petitive  p o sitio n  th a t i s  b a sed  on e ith e r  
com parative  co st ad v an tag e , o r  a  tech n o lo g ica l s u p e r io r i ty . It fo llow s 
th a t EEC  m em bersh ip , to  the p ro d u c e rs  of su ch  p ro d u c ts , i s  not a  
s ig n ifican t e ffective  fa c to r  to  t r a d e .
E xam ples of those  com m odities a r e  C hem icals: (S ITC  5 4 1 .7 ), M edicam ents, 
T e x tile s  and C lothing: (S IT C  6 5 3 .2 ) W oollen fa b r ic s .  Woven ’’inc lud ing  
fa b r ic s  of fine h a i r ” , n o n -fe rro u s  m etals: (S IT C  681 .2 ) P la tinum  and 
o th e r m eta ls  of the platinum  g ro u p s ; unw orked o r  p a rtly  w o rk ed . 
M echanical E n g in ee rin g : (S IT C  7 1 2 ,5 ) T r a c to r s ;  o th e r than  ro a d
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t r a c to r s  fo r  t r a c to r  t r a i l e r  com binations, E le c tr ic a l  E ng in eerin g :
(S ITC  724 .9 ) and o th e r  telecom m unications equipm ent such  a s  te lephone 
a p p a ra tu s , m ic ro p h o n es , and a m p lif ie rs . T ra n s p o r t  equipm ent: (S IT C  734) 
A irc ra f t  (S IT C  7 3 2 .3 ) lo r r ie s  and t ru c k s ,  w hether o r  not a ssem b led .
(B) Com m odities th a t a r e  a t the top  of the  ra n k  o rd e r  of the ROW but 
in  a  lo w er p o s itio n  in  re la tio n  to the  E E C . The in te rp re ta t io n  of a  
finding  like  th is  i s  th a t in  the ROW th o se  p ro d u c ts  have a  tra d itio n a l 
m arket e s ta b lish e d  o v e r the y e a r s  e ith e r  a s  a  r e s u l t  of p a s t tra d e  
a sso c ia tio n  (E F T A ), p re fe re n tia l  t r a d e  a g re em e n ts , s p e c ia l re la tio n sh ip  
a s  w ith the  Com m onwealth, o r  even com parative  c o s t a d v an ta g e s . T h e re fo re  
the com petition i t  fa c e s  w ill be m ostly from  a  th ird  p a rty  who d o es  not 
enjoy the  sam e foo tho ld . In the E E C  th e se  face  s e v e re  com petition 
e i th e r  becau se  the  o th e r  EE C  p ro d u c e rs  p o s s e s s  com parative  co st 
a d v an tag es , o r  a  high technology in  th e i r  fa v o u r. They m ight face  
im p erfec t m arke t cond itions governed  by u n fa ir  com petition due to th e  
incom plete e lim ination  of ta r i f f s  (in 1973-1975) and o th e r  b a r r i e r s  to  
e n try  tha t a r e  s t i l l  i n  o p e ra tio n ; s ta te  a id s ,  d iffe re n tia tio n s  in  tax  
sy s tem s , n a tio n a lis t ic  buying, s ta te  m onopolies and public  p u rc h a s in g , 
te ch n ica l and a d m in is tra tiv e  o b s ta c le s ,  and c a r te l s .
H ow ever, to  decide  w hat p roduct fa l ls  u n d e r w hich m arke t condition  needs 
a thorough  in v e s tig a tio n  and in tim ate  know ledge re la tin g  to each  p roduct 
and i ts  in d u s try . T h is , a s  we s ta te d  b e fo re , is  obviously  ou tside  the  
scope of o u r s tu d y . Exam ples of such p ro d u c ts  a r e :  C hem icals 
(SITC  512 . 5), a c id s  and th e i r  h a lo g en a ted , su lphonated , n itra te d  o r 
n itro sa te d  d e r iv a tiv e s  (o rgan ic  a c id s ) ; L e a th e r  (S IT C  82 1 ,0 ) F u rn itu re  
T ex tile  and C lothing (SITC  651 .6 ) Y arn  and  th re a d  of syn thetic  f ib r e s .
Iron  and S te e l: (S IT C  674 ,7 ) T inned p la te s  and s h e e ts .  M echanical 
E n g ineering : (S IT C  7 1 7 ,1 ) T e x tile  m ach in ery . E le c tr ic a l  en g in ee rin g  
(S ITC  7 2 2 , 1 ) E le c tr ic a l  pow er m ach in ery .
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(C) Commodities th a t a r e  in  the opposite  p o sitio n  to th o se  d e sc rib e d  
in  B; th a t i s ,  they a r e  a t the  top  of th e  ra n k  o rd e r  in  the  E E C , but in
a  lo w er c la s s  in  the ROW, To in te rp re t  th is  i t  i s  v a lid  to  a rg u e  the
opposite  to w hat h a s  been  d isc u sse d  in  B ab o v e . We should  add , 
how ever, th a t i t  is  th e se  com m odities th a t a r e  m ost re la te d  to o u r s tu d y . 
The im m ediate in te rp re ta tio n  fo r  th e ir  p la ce s  in  the ra n k  o rd e r  would be 
th a t the s a le s  in c re a s e ,  due to B r i ta in ’ s a c c e ss io n  to the  m a rk e t, th a t 
w as expected  in  the p re lim in a ry  su rv e y  w as ach iev ed  by the f irm s  chosen  
a s  c ase  s tu d ie s . But th e re  a r e  a  num ber of c o n s id e ra tio n s  to  be looked a t 
in  o rd e r  to  make such  a p ro p o sitio n  d e c is iv e .
-  E lim ination  of ta r if f  in  the  p e rio d  of a n a ly s is  (1973-1975 -  the 
f i r s t  th re e  y e a r s  of m em bership) w as a  g rad u a l p ro c e s s  th a t would 
not re a c h  th e  z e ro  r a t e  u n til 1977. T h is  im plies  th a t th o se  
com m odities have not gained  th e i r  foothold  in the  m ark e t a s  a  r e s u l t  
of a  com petitive p r ic e  r e la te d  to re la t iv e ly  sm all and in e ffec tiv e  
ta r i f f  re d u c tio n s .
-  T hose  com m odities a r e  needed  to be a n a ly se d  ind iv idually  in
re la tio n  to  th e i r  p a s t tra d e  r e c o r d s ,  to ta l  ou tpu t, to ta l dom estic  
consum ption, d u tie s  c a r r ie d ,  and fin a lly  to f a c to rs  of s tre n g th  
o v e r E E C  co m petito rs  e ith e r  re g a rd in g  th e  p roduct o r  i t s  in d u s try .
T h is  is  in  o rd e r  to e s ta b lish  th e  r e a s o n s  behind i t s  tra d e  
p e rfo rm an ce .
-  The p o sition  of th o se  com m odities in  top  c la s s  in  the ra n k  o rd e r  
does not te ll  us w h ere  th e ir  position  would have been  in  th e  no 
en try  s itu a tio n . T he above a n a ly s is  would not p rov ide  an an sw e r 
to  such  a q u estio n .
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H ow ever, the  com m odities p o sition  rem a in s  an in d ica tio n  of a  com parative  
c o s t advantage in  the m a rk e t, and th a t i t  would have the opportun ity  of 
a  con tinuation  of a  tra d e  su rp lu s  a f te r  the com pletion of the ta r if f  
e lim ination  and th e re fo re  of enjoying ad v an tag es  th a t i t s  in d u s try  could 
exp lo it from  w hat m em bership o f fe rs .
Exam ples of such  com m odities a re :  L e a th e r : (S IT C  641 ,9 ) O ther p ap e r 
and  p a p e rb o a rd  in  r o l l s  o r  s h e e ts . T ex tile  and C lo th ing : (S ITC  657 ,5 ) 
C a rp e ts , c a rp e tin g  and r u g s ,  kno tted ; M echanical E n g in ee rin g : (S IT C  714 ,3 ) 
S ta t is t ic a l  m ach ines, e .g .  ca lcu la tin g  d e v ic e s .
(D) The la s t  g rouping  in  com parison  a r e  th o se  p ro d u c ts  th a t sh a re  
e ith e r  the  m iddle o r  bottom p o sitio n s  of the ra n k  o rd e r  ta b le s  fo r  both 
U K /E E C  tra d e  and  th a t of the  U K /ROW .
Both a re  in s ig n ifican t to our conclusions excep t fo r the obvious 
o b se rv a tio n s  w hich can be re a d  from  th is  s itu a tio n . T h a t is  th a t the 
o v e ra ll g lobal tra d e  po sitio n  of such p ro d u c ts  n eeds the same a tten tio n  
and  e ffo r ts  in  o rd e r  to  in c re a s e  th e ir  s h a re  in  th e  w o rld  tra d e  a s  fo r  
the  E E C ,
But fo r  th o se  p ro d u c ts  w ith  d e fic it b a lan c e s  w ith the E E C , th e re  is  a  
p o ss ib ility  to  im prove i ts  tra d e  p e rfo rm an ce  a f te r  th e  m em bersh ip . T hat 
i s  b ecause  of the  e ffec t of the  com pletion of th e  e lim ination  of ta r if f s  
they  can  tr a d e  on an equal footing with c o m p e tito rs , and th e re fo re  the 
o p p o rtu n itie s  opened by the ex ten sio n  of the  home m ark e t.
H ow ever, re s e rv a t io n s  should be noted w ith r e g a rd  to th e  fo reg o in g  
c o n c lu s io n s .
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le F o re ig n  tra d e  c o m p ariso n s , by th e i r  n a tu re , r e la te  to  a p a s t 
p e rio d  and th e re fo re  canno t tak e  in to  accoun t th e  in fluence  of changes in  
the  c ircu m stan ces  of p a r t ic u la r  in d u s tr ie s  during  th a t p e r io d , fo r  
exam ple w hile tra d e  b a r r i e r s  w e re  g rad u a lly  ab o lish ed . T h ese  changes 
can  come from  the  demand o r  the supply s id e , o r r e s u l t  from  governm ent 
p o licy . P a r t ic u la r ly  im portan t would be the c ase  of an  in d u s try  being in 
a  m arket d iseq u ilib riu m  p o sitio n  du rin g  the p e rio d  fo r  w hich tra d e  
p e rfo rm an ces  a r e  being com pared .
I I . The p ro c e d u re  adopted  in e ffec t t r e a t s  a ll  tra d e d  p ro d u c ts  a s  
independent of one a n o th e r and th e re fo re  d is re g a rd s  re la tio n sh ip s  of a  
com plem entary  c h a r a c te r .  T he main p ra c tic a l  ap p lica tio n  of th is  point 
a r i s e s  in  connection  w ith goods w hich a r e  u sed  a s  in p u ts  in  the  p roduct!o i 
of o th e r p ro d u c ts . Both in  the  UK and the E E C , th e  abo lition  of ta r i f f s  
w ill a l te r  the  p r ic e s  of in p u ts  a s  w ell a s  the p r ic e s  a t  w hich the outputs 
can  be so ld . T h is  is  lik e ly  to a ffec t com parative  c o s t re la tio n s h ip ,
III The fo re ig n  tra d e  d a ta  may be m islead ing  a s  i t  i s  a ffec ted  by the 
in fluence  of in s titu tio n a l f a c to rs  o th e r than  ta r i f f s ,  fo r  exam ple, the 
o p e ra tio n s  of m onopolies, p re fe re n tia l  governm ent p ro cu rem en t p o lic ie s  
and  d iffe re n tia l tax  sy s tem s , a ll  of which se rv e  to d is to r t  tra d e  p a t te rn s .
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8 ,2 ,2  C onclusions re a c h e d  from  th e  perfo rm an ce  of th e  o v e ra ll 
UK tra d e
To com plete the co nclusions of the  tra d e  p e rfo rm an ce  w ith  a  m ore 
m eaningful and d ec is iv e  a p p ro a ch , one h a s  to look a t the o v e ra ll  
p e rfo rm an ce  of B r i ta in ’ s E E C  t r a d e .
The follow ing ta b le s ,  V III-2 , Vni-3 and V n i-4 , r e p re s e n t  the UK 
b a lan ce  of t ra d e  w ith the r e s t  of the EE C  in  the  y e a r s  1970-1976, 
UK ba lan ce  of tra d e  by a r e a  in  the  y e a r s  1970-1976, and the  c ru d e  
tra d e  balance  w ith the r e s t  of th e  EE C  by commodity in  the  y e a r s
1972-1976.
TA BLE V n i-2
UK BALANCE OF TRADE WITH R E S T  OF EEC
£ m illion
P e rc e n ta g e  change 
on p rev io u s  p e rio d
P e r  cen t
E x p o rts  FOB Im ports FOB
V isib le  E x p o rts  a s  a
B alance  P ro p o rtio n  of im ports
1970 2348 2304 + 44 101 .9
1971 2512 (+7) 2697 (+17) -  185 93.1
1972 2836 (+13) 3421 (+27) -  585 8 2 .9
1973 3943 (+39) 5108 (+49) -1165 7 7 .2
1974 5565 (+41) 7571 (+48) -2006 7 3 .5
1975 6258 (+12) 8606 (+14) -2348 7 2 .7
1976 9007 (+44) 11084 (+29) -2077 8 1 .3
S o u rc e : B alance  of Paym ents B a s is ,
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TA BLE VIII-3




R e s t of 
W estern  





c o u n trie s
Oil
E x p o r te rs
R es t of 
World T o ta l
1970 +44 +179 -4 8 4 +149 -113 +200 -25
1971 -185 +118 -171 +223 -188 +483 +280
1972 -585 -3 7 -7 9 -1 54 -131 +284 -702
1973 -1165 -277 -2 7 8 -202 -329 -8 3 -2334
1974 -2006 -358 -711 +93 -2219 -2 0 -5221
1975 -2348 —60 -676 -19 -704 +612 -3195
1976 -2077 -1 6 -822 -6 -709 +38 -3592
S o u rce : B alance  of P aym ents  B a s is
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TA BLE V III-4
CRUDE TRADE BALANCE WITH R E S T  OF EE C  BY
COMMODITY
£ m illion
SITC (R ) S e c tio n 1972 1973 1974 1975 1976
0 Food  and L ive  A nim als -498 -699 -1220 -1470 -1424
1 B ev e ra g e s  and  T obacco -5 0 -111 -8 6 -66 -73
2 B asic  M a te ria ls +28 +2 +10 +28 -1 4
3 F u e ls -102 -105 -251 -313 -227
4 V egetab le  O ils -11 -13 -3 2 -3 0 -30
5 C hem icals -1 4 -33 -1 0 7 -6 -7 6
6 O th e r S em i-M an u factu res +147 +182 -142 —184 +110
7 M achinery  & T ra n s p o r t  Equipm ent -73 -321 -262 -229 -398
8 O th e r M anufac tu res -3 4 -103 -1 2 7 -127 —88
9 O th e r goods +27 +27 +20 +27 -2
TO TA L -580 -1172 -2196 -2369 -2222
C rude B alance  in  som e of the 
M ajor Com m odities:
Meat -1 87 -238 -329 -310 -336
D airy  P ro d u ce -103 -119 -259 -412 -324
C e re a ls -49 -120 -284 -261 -360
F r u i t  and  V eg etab le s -79 -99 -129 -171 -211
S u g a r +2 -3 -6 8 -152 -5 8
P e tro leu m  and  P e tro leu m  P ro d u c ts -9 0 -105 -270 -343 -243
P la s t ic s -3 7 -62 -143 -61 -132
Iro n  and  S te e l -29 -73 -293 -312 -315
P re c io u s  S to n es +78 +185 +184 +146 +289
M achinery -16 -229 -202 -189 -277
Road M otor V eh ic le s -1 0 4 -125 -9 4 -9 6 -238
S o u rc e : O TS B a s is
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1976 saw  the f i r s t  im provem ent in  th e  U K ’s v is ib le  tra d e  b a lan ce  w ith the 
r e s t  of the E E C  s in ce  1970. The d e fic it fe ll by £271 m illion betw een 
1 975 and 1976, to £2 ,077  m illion . E x p o rts  g rew  ha lf a s  fa s t  ag a in  a s  
im p o rts  o v e r th is  p e r io d , by 44% ag a in s t 29%. The value  of e x p o rts  w as 
81% of the  value of im p o rts , the  h ig h est p ro p o rtio n  s in ce  1972.
T h ese  a r e  the main con clu sio n s  of a  study pub lished  by the  B o ard  of 
T ra d e  and In d u s t r y . ' ' T h is  im provem ent in  th e  U K ’ s v is ib le  tra d e  
b a lan ce  w ith h e r  Community p a r tn e r s  in  1 976 w as in  c o n tra s t  to  the 
w o rsen in g  of n e a r ly  £400 m illion in  the ba lan ce  w ith  the  w o rld  in  to ta l ,  
d e sp ite  a  s lig h tly  f a s te r  r a te  of grow th in  e x p o rts  r a th e r  th an  im p o rts .
T h is  w o rsen in g  w as cau sed  mainly by a s h a rp  re d u c tio n  in  the  tra d in g  
s u rp lu s  w ith th e  r e s t  of the  w o rld , ROW, g ro u p , com paring  the developing  
c o u n tr ie s  o th e r  than  the o il ex p o rtin g  c o u n tr ie s , an d  the  c e n tra lly  p lanned 
econom ies. T h e re  w as a ls o ,  ho w ev er, a  d e te r io ra tio n  of n e a r ly  £1 50 
m illion  in  th e  tra d in g  d e fic it w ith  N orth  A m erica . The p ro p o rtio n  of 
e x p o rts  to  im p o rts  w ith N orth  A m erica  in  1 976 w a s , a t 79%, sm a lle r  than  
the  p ro p o rtio n  of ex p o rts  to  im p o rts  w ith the r e s t  of the  E E C , th is  fo r  the 
f i r s t  y e a r  s in ce  1971 .
The main changes betw een 1975 and 1976 have been im provem ents in  
c ru d e  tra d e  b a lan ces  fo r  fu e ls  and the  ’o th e r  s em i-m a n u fac tu re s ’ g ro u p , 
p a r t ly  o ffse t by in c re a s e d  d e fic its  in  chem icals  and  m achinery  and  t r a n s p o r t  
equipm ent.
O ver 95% of the U K ’s tra d e  in  fu e ls  with the Community c o n s is ts  of tra d e
(*) Weekly ’’T ra d e  and In d u s try ” , M arch 25, 1 977.
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in  petro leum  and petro leum  products*  The im provem ent of £100 m illion 
betw een 1975 and 1 976 in  the  c ru d e  defic it in  th is  commodity w as the  
r e s u l t  of a  74% in c re a s e  in  e x p o r ts ,  and a  r i s e  of 27% in  im p o rts . P a r t  
of the r i s e  in  e x p o rts  w as due to  an  in c re a s e  in  c ru d e  o il e x p o rts  from  
£20 m illion in  1975 to  £96 m illion in  1976. A s fo r  m anufactu red  goods, 
th e  d e fic it w ith  th e  r e s t  of the E E C , a f te r  fa llin g  betw een  1974 and 1 975 
in c re a s e d  in  p la s t ic s  ag a in  in  1976. S h a rp ly  h ig h er le v e ls  of both 
e x p o rts  and im p o rts  re f le c te d  the in c re a s e  in  econom ic a c tiv ity  from  the 
d e p re s s e d  1975 le v e l .  While th e re  w as a l i t t le  d iffe ren ce  in  the  d e fic it 
betw een the  1974 and  1 976 le v e l , the  va lue  of e x p o rts  in  1976 w as 61% 
of the value of im p o rts , w hile in  1 974 the co rre sp o n d in g  p ro p o rtio n  w as 
43%.
Again a s  a p p e a rs  from  T ab le  V III-3 , the  cum ulative tra d e  d e fic it 
betw een the UK and  the  EEC  h as  r i s e n  to o v e r £7 b illio n . H ow ever, a s  
the  follow ing c h a r t  sh o w s, B r ita in  ’ s tra d e  d e fic it w ith the  EE C  began 
w ell b e fo re  jo in ing  th e  Community, and in th e  f i r s t  th re e  y e a r s  a f te r  
e n try  th e  d e fic it in c re a s e d  a t th e  sam e r a te  a s  b e fo re .
H ow ever, B r i ta in ’ s t r a d e  d e fic it w ith o th e r  in d u s tr ia l  c o u n trie s  w as 
ge tting  w o rse  to o . F o r  exam ple, betw een 1972 and 1974 i ts  tra d e  gap 
w ith  non-E E C  E u ro p ean  c o u n tr ie s  w idened from  £37m. to  358m. S in ce  
1 975 i ts  tra d e  b a lan ce  w ith the  E E C  h as  been  im proving . Much of the  
in c re a s e  in  B r i t is h  im p o rts  from  the  EE C  re f le c ts  the fac t tha t B r ita in  
is  buying m ore food from  the  E E C , and  le s s  from  trad itio n a l s u p p lie rs .  
Food accoun ted  fo r tw o -th ird s  of the 1 976 d e f ic it .
BRITISH EXPORTS AS A PROPORTION OF ITS IMPORTS, TO AND FROM 
THE REST OF THE EEC: PERCENTAGE CHANGE ON PREVIOUS PERIOD







1970 1971 1972 1973 1976 1975 1976 
{ Balance of Payments basis )
1977
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It is  c le a r  th a t B r ita in  ' s en try  in to  the  E E C  h as c re a te d  a la rg e  
amount of e x tra  t r a d e  betw een them . B etw een 1972 and th e  f i r s t  
q u a r te r  of 1977, the  value of B r i t is h  e x p o rts  to the EEC  ro s e  by 
282%, o r  about 87% a f te r  ad ju stin g  fo r  in fla tio n .
T ab le  V lll-5  in d ic a te s  the  UK e x p o rts  in  the y e a r s  1965-1975 by 
v a lu e , volume and un it v a lu e . The to ta l UK e x p o rts  in  the  y e a r s
1973-1975 h as  in c re a s e d  from  £11 ,772m  to  £1 8 ,768m , The 
co rre sp o n d in g  in c re a s e  in volume i s  121 ,8  in  1973 to  124 ,9  in  1975 
a s  1970 = 100.
Out of th a t in c r e a s e ,  in  the p e rio d  1973-1975, the  p e rc en ta g e  s h a re s  
of the  UK e x p o rts  of m anufactured  goods re la t iv e  to  the  main 
m anufactu ring  c o u n tr ie s .  T h is  is  shown in T able  VlH-6. It w as 
9.4%  in  1973, d ec lin ed  to 8.8% in 1 974, and  r o s e  to 9.3%  in a975 .
An exp lana tion  is  n eeded  to in te rp re t  the p ro ceed in g  o v e ra ll tra d e  
f lu c tu a tio n s ;
F o r  the  Y e ar 1 973
(a) The in te rn a tio n a l tra d in g  scen e  h as been c h a ra c te r is e d  by la rg e  
in c re a s e s  in  commodity p r ic e s  and by su b s ta n tia l m ovem ents in  the 
exchange r a te s  of m ajo r c u r re n c ie s .  T h ese  fa c to rs  a c te d  a d v e rse ly
(*) S ee  B r it is h  O v e rse a s  T rad e  B o a rd ’s r e p o r ts  fo r  the y e a r s  
1974, 1975 and 1976,
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TA BLE VIII-5





Unit V alue 
1970 = 100
1965 4 ,8 4 8 7 6 .9 7 9 .3
1966 5 ,203 7 9 .9 8 2 .2
1967 5,139 7 8 .9 8 3 .4
1968 6 ,282 8 8 .5 9 0 .0
1969 7 ,075 9 6 .7 9 3 .0
1970 7 ,9 0 7 100 .0 100 .0
1971 8 ,8 1 0 106 .7 105 .6
1972 9,141 106 ,6 111.1
1973 11,772 121 .8 126 .0
1974 15 ,899 130.1 162 ,7
1975 18,768 124 .9 198 .5
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upon th e  U nited Kingdom tra d in g  p o sition  and w ere  la rg e ly  re s p o n s ib le  
fo r  the su b s ta n tia l in c re a s e  in  th e  v is ib le  tra d e  d e fic it w hich w o rsen ed  
betw een  1972 and 1973.
(b) Oil p r ic e s ,  w hich in c re a s e d  d u ring  1973, had co n trib u ted  to  th e  
g e n e ra l r i s e  in  im port p r ic e s .  H ow ever, the  v e ry  la rg e  p r ic e  r i s e s  
announced  by O PE C , the O rg an isa tio n  of P e tro leu m  E x p o rtin g  
C o u n tr ie s , only began to  a ffe c t in p o rt p r ic e s  to w a rd s  th e  end of 1 973, 
th e  m ajo r im pact coming in 1974. Indeed , 62% of the to ta l d e fic it in  
v is ib le  tra d e  w as due to th e  d e fic it in  pe tro leu m  and  petro leum  p ro d u c ts .
(c) T he grow th in  th e  volume of ex p o rt sh ipm ents (1 2%) re f le c te d  a  
r e c o v e ry  in  the  volume of w o rld  tra d e  in  m anufactu red  goods w hich is  
e s tim ated  to  have in c re a s e d  by 13-14  p e r  c e n t, com pared  w ith 1972 
in c re a s e  (8%).
F o r  the y e a r  1974
(i) T he m ajo r in fluence on th e  in te rn a tio n a l trad in g  scene  in  1974 
w as the  v e ry  s teep  in c re a s e  in  the p r ic e  of o il; betw een  1973 and  1974 
a s  a w hole the o il d e fic it g rew  from  £941 m to £ 3 ,446m.
(ii) F o u r - f if th s  of the  in c re a s e  in  the value  of v is ib le  e x p o rts  in  1974 
w as due to  h ig h er ex p o rt p r ic e s .
(iii) The volume of w orld  tra d e  in  m anufactured  goods slow ed down 
s lig h tly  in  1974. The s h a re  of the  U K 's  tr a d e  th rough  1974 rem ain ed  
fa ir ly  s ta b le ,  but i t  w as estim ated  to have r is e n  a t the  beginning of 1 975 . 
T h is  in c re a s e  p robab ly  r e f le c ts  the boost to  the U K 's  com petitive 
p o sitio n  given by the flo a tin g  r a te  of s te r l in g .
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(iv) The value of goods d esp a tch ed  to W estern E u ro p e  a s  a  w hole, 
w hich acco u n ted  fo r  ju s t  o v e r ha lf of the to ta l e x p o rt, inc lu d es  shipm ents 
to the EE C  th a t w ere  37% h ig h e r than  1 973.
(v) M anufactured goods, which acco u n ted  fo r  83% of a ll  e x p o r ts , 
in c re a s e d  in  value by 31%.
(vi) T w o -fifth s  of the  in c re a s e  in  value of im p o rts  (51% on 1973 on a  
b a lance  of payment b a s is )  w as accoun ted  fo r  by the  h ig h e r va lue  of 
im p o rts  of o il , w hich w as 223% g re a te r  th an  in  the  p rev io u s  y e a r .  
N on-o il im p o rts  w ere  33% h ig h e r , n e a r ly  a ll  acco u n ted  fo r  by h ig h e r 
p r ic e s .
F o r  th e  y e a r  1975
1 . T he two s a lie n t fe a tu re s  of B r i ta in ’s o v e rs e a s  tra d e  d u rin g  1975 
w e re  a  m arked  re d u c tio n  in the tra d in g  d e fic it and an in c re a s e  in  the  
c o u n try ’s sh a re  of w orld  m ark e ts  -  only th e  seco n d  tim e th is  has 
happened in  the p a st tw enty  y e a r s .
2 . A gain , the fa ll in  the  value  of s te r l in g  helped  to give the  ex p o rts  
a  com petitive  edge, though it  a lso  r a is e d  the p r ic e s  of im p o rts . It 
w as a lso  believed  th a t s te r l in g  w as a lre a d y  lo w er than  w as needed  fo r 
B r it is h  goods to  hold th e ir  own o v e rs e a s ,  and th a t the then  exchange 
r a te  d id  not r e p re s e n t  the  u nderly ing  s tre n g th  of the econom y.
3 . A s a  r e s u l t  of the  halv ing  of the  r a te  of in fla tion  in  1975, la rg e ly  
due to th e  g o v ern m en t’s policy on w age r e s t r a in t ,  m ore re a l is t ic
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e x p o rt p r ic e s  could  be quo ted , a s  e x p o r te rs  had  a  m ore r e a l i s t ic  b a se  fo r  
th e i r  w age c o stin g s  than  fo r  s e v e ra l  y e a r s  p a s t .  A lso  cu sto m ers  had 
m ore confidence  th a t p r ic e s  would ho ld .
4 . The UK s h a re  of w o rld  tra d e  moved up half a  p e rc en ta g e  poin t to 
9.3%c The m ost ra p id  in c re a s e  in  e x p o rts  w as to  th e  oil ex p o rtin g  
c o u n tr ie s  v h e re  th e  value  of ex p o rts  in c re a s e d  by 88%. Next cam e 
W estern  E u ro p e  w ith  a  16% r i s e .  T h e se  in c re a s e s  owed most to  e x p o rts  
of m ach inery  w hich  held  up w ell in  th e  face  of w o rld  r e c e s s io n .
5* The d e c re a s e  in  im ports  volume of 7% w as m ore than  c o u n te r­
b a lan ced  by su b stan tia l p r ic e  r i s e s ,  w ith  the r e s u l t  th a t the  value  of
im p o rts  w as g r e a te r  in  1975 than  in  1974 by 4%.
The co n clu sio n s ju s t  rev iew ed  th a t r e la te  to  t r a d e  p e rfo rm an ce , have 
not b een  com prehensive  enough. They w e re  ju s t  a  su p p o rt to th e  
a rg u m en ts  re la t in g  to  the  perfo rm an ce  of m anufactu ring  in d u s tr ie s  a s  a  
fu ll t r a d e  p e rfo rm an ce  a n a ly s is  w ould have co v ered :
(i) A n a ly sis  of consum er consum ption and  i ts  s h a re  in  the  
im port b i l l .
(ii) A n a ly s is  of to ta l p ro d u c tio n , d iv ided  betw een consum ption and  
w hat w as le f t  fo r  e x p o rt.
(iii) D e ta iled  a n a ly s is  of the com ponents of the  im port and the ex p o rt b il l .
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H o w ev er, w hat we have concluded about t r a d e  perfo rm an ce  so f a r ,  
is  u sefu l to th e  re la tio n s h ip s  we in tend  to  c o n s tru c t in  the  summing up 
and  betw een them  and  th e  co nclusions re a c h e d  from  th e  p re lim in a ry  
su rv e y  and th e  c a s e  s tu d ie s .
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8 .3  C onclusions re a c h e d  a s  a  r e s u l t  of the  a n a ly s is  of the  C ase  
S tu d ie s ;
In C h ap te r V and C h ap te r  VI a n a ly s is  of the  d a ta  ob tained  in  the  C ase  
S tu d ie s  w ere  c a r r ie d  o u t. The a n a ly s is  follow ed s e v e ra l  a p p ro a c h e s .
E ach  ap p ro ach  c o v e red  c e r ta in  v a r ia b le s  th a t w e re  ch osen  and analysée^. 
A lso  in  C h ap ter VI we co n s tru c te d  som e ta b le s  (VI - 1  to V1 -  7) e i th e r  
fo r  the p u rp o se  of th e  a n a ly s is  of the  f i r m ’ s tra d e  p e rfo rm an ce  in  the 
EEC  o r  to sum m arise  co m parisons betw een ex p ec ta tio n s  and a c tu a l 
r e s u l t s  in  the  p ilo t and main s u rv e y s .
H ow ever, b e fo re  we d raw  the  co n c lu s io n s  from  the p rev io u s  a n a ly s is , i t
i s  n e c e s s a ry  to  c o n s tru c t a  s e r ie s  of ta b le s  th a t sum m arise  the
(>)
re s p o n s e s  of the  f irm s  s tu d ie d , to v a r ia b le s ,  w hich on the  one hand 
a ffec ted  th e ir  p e rfo rm an c es  a n d /o r  have been e lem en ts in  b u s in ess  
p o lic ie s  u n d e rtak en  by them a s  a  re q u ire m e n t fo r  the en la rg ed  m ark e t.
T h is  i s  i l lu s tr a te d  in  ta b le s  VIII -  7 to VIII -  12, each  tab le  co m p rises  a  
group  of v a r ia b le s  w hich a ffec t the firm  e i th e r  in  the  p lanning s ta g e s , 
the  im plem entation p ro c e d u re s ,  o r  in  th e  e ffe c ts  on t r a d e .  T hese  
ta b le s  w ill he lp  one to focus on the  im portance  th a t the  firm s stud ied  
a tta c h e d  to each  v a r ia b le .
(*) To m aintain  the  n o n -d is c lo su re  of in fo rm ation  g iven  to  us a ss ig n ed  
to the  re la te d  f irm , each  c a se  s tudy  w as r e f e r r e d  to by a  num ber, 
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TA BLE VIII- 8
C ase
F a c to r  A n a ly sis
S tu d ies
R efe ren ce
N um bers
E ffec t of elim ination  of E ffec t of the  floa ting  r a te
ta r if f  on tra d e of the £ on tra d e
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**
T h e re  a r e  o th e r f a c to rs  co n trib u tin g  to the  in c r e a s e .  




S tu d ies
R e fe r ­
ence
F a c to r  A n a ly sis
In c re a se d  tra d e  b ecau se  of 
e n try
B r i ta in ’ s m em bership a s  
advan tageous to the 
Company ’ s o p e ra tio n s
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T o ta ls 7 - 14 11 7 3
Though no change w as re p o r te d  a t the tim e of da ta  co lle c tio n  the 
Company w as expecting  a slow p ro c e s s  in c re a s e  in  t r a d e .
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TA B L E  VIII-1 0
C ase
S tu d ies
R ef.
N os.
F a c to r  A n a ly sis
O ther o b s ta c le s  to e n try
P a s t  tra d e  e x p e rien ce  in  
the  r e s t  of EEC  b e fo re  
e n try
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S tu d ies
R ef.
Nos*
F a c to r  A n a ly sis
F orm (s) of econom ies of 
s c a le  obtained  a f te r  en try
F o rm s of in c re a s e d  e ffic iency  
ob tained  a f te r  e n try





























T o ta ls 15 2 1 6 4 6
Not b ecau se  of B r i ta in 's  en try  in to  th e  Community but fo r  o th e r re a so n s ,
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The follow ing a r e  the co n c lu sio n s  d raw n  from  the  a n a ly s is  in  C h ap te r  V 
and  VI and from  T ab le s  VIII -  7 to  V m  -  12 re la tin g  to the  C ase  S tu d ie s  ;
Som e firm s found i t  n e c e s s a ry  to  im plem ent new m e asu re s  and to adopt 
new p o lic ie s  in  o rd e r  to  p e n e tra te  the  m a rk e t,
A s  tab le  VIII -  7 in d ic a te s  s t r u c tu r a l  re o rg a n is a tio n  w as c a r r ie d  ou t 
by 7 f irm s ; a n o th e r firm  ex pec ted  to  im plem ent i t  in  th e  fu tu re .
I t i s  u n d e rs tan d ab le  th a t th e se  f irm s  w e re  ob liged  to  tak e  such  a  m e a su re , so
each  can  a d ju s t to make i t  cap ab le  of fac in g  e x is tin g  o r  p o ten tia l com petition .
M easu res  re la t in g  to such  s t r u c tu r a l  re o rg a n is a tio n  ran g ed  from  m ere ly
c re a tin g  a  new p o st of A s s is ta n t  to  G e n e ra l S a le s  M anager re sp o n s ib le  fo r
the  E E C  o p e ra tio n s  (as  in  C ase  S tudy  N o . 1 5) to a  com prehensive  sp littin g
of the o p e ra tio n s  to form  a  new Com pany dealin g  only w ith E u ro p e  (a s  in
C ase  S tudy N o. 10). O th e r m e a su re s  im plem ented w e re  sh ifting  of
m an ag ers  and s ta ff  from  p o s ts  from  one company to a n o th e r  w ith in  a  g ro u p ,
tra n sfo rm a tio n  of a  s u b s id ia ry  to a  d is t r ib u to r ,  em ploying n a tio n a ls  fro m
EE C  c o u n tr ie s  in  m arke ting  and s a le s  d e p a r tm en ts , th e  c re a tio n  of an
autom onous but com bined m anufactu ring  unit fo r  the  g ro u p , w ith a  s e p a ra te
m arke ting  o rg a n isa tio n  in  each  of th e  EE C  c o u n tr ie s , the  se ttin g  up of
p roduction  fa c il i t ie s  in  a  m ajo r E E C  co u n try  to be re sp o n s ib le  fo r
p ro d u c ts  d isp a tch ed  to EEC  c o u n tr ie s  w ith  the  E u ro p ean  o p e ra tio n  tre a te d
(*)
a s  a  p ro f it  c e n tr e ,  and o th e r s .
T h e re  is  no need  to em phasise  how im p o rtan t the  im pact of o rg a n isa tio n a l 
s t ru c tu re  on the  n a tu re  of the d e c is io n  making p r o c e s s ,  a s  i t  would a ffe c t 
the w hole of the  Company ' s o p e ra tio n s  from  the  p re -p ro d u c tio n  re q u ire m e n ts  
to the  a f te r  s a le  follow  up . %t i s  f e l t  by th o se  firm s th a t undertook  any
(*) S e e  C h ap te r V .
(**) S e e  A .D . C h an d le r , S tra te g y  and S tr u c tu r e ,  MIT P r e s s .  1966 
and J .G .M a rc h  and H .A . S im on, O rg a n isa tio n s , W iley, 1958.
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o rg a n isa tio n a l ch an g es  th a t th e  w rong s t r u c tu r e  may im p a ir th e i r  tra d e  
p e rfo rm an ce  and would s e r io u s ly  a ffec t th e i r  com petitive p o s itio n .
The m a jo rity  of firm s (11 c a s e  s tu d ie s) f e l t  no need  fo r  su ch  c h an g e s . T h ese  
w ere  e i th e r  f irm s  th a t had p a s t  t ra d e  e x p e r ie n c e  in  th is  m ark e t and p o s se s s e d  
th e  n e c e s s a ry  o rg a n is a tio n a l s tru c tu re  to d e a l w ith i t ,  o r  they  w e re  firm s 
w hich w e re  no t in  a  p o s itio n  to com pete in  su ch  m a rk e t, b ecau se  of a  s t r a in  
on c a p a c ity , sh o rta g e  of fin a n c e , s iz e  d e fic ien cy  a n d /o r  o b s ta c le s  to e n try .
R eg a rd in g  p ro d u c ts  ch anges to m eet the  re q u ire m e n ts  of the  m ark e t, a s  T ab le  
VIII -  7 sh o w s, 2 f irm s  c a r r ie d  out a  m ajo r p ro d u c ts  change vh ile  the  p ro d u c ts  
of 9 f irm s  n eeded  only im provem ents o r  m inor c h an g e s , and  10 firm s w e re  ab le  
to  s e l l  th e  sam e p ro d u c ts . One of the  firm s th a t im plem ented a  m ajo r change 
to the  p ro d u c t d id , in  fa c t ,  in tro d u ce  an e n tire ly  new p ro d u c t, and th re e  o th e rs  
w hich ap p lied  no sp ec if ic  changes have co n s tan tly  c a r r ie d  out changes acco rd in g  
to co n su m er re q u ire m e n ts .
A p a rt from  th e  obvious o b jec tive  of app ly ing  su ch  c h an g e s , th a t i s  the  need  to 
face  th e  com petition  cond itions in  the  m a rk e t, of w hich the  r ig h t  p ro d u c t i s  a
m ajo r e lem en t , i t  w as fe lt  n e c e s s a ry  to im plem ent p ro d u c t m odifications and
im provem ents in  o r d e r  to overcom e the te c h n ic a l b a r r i e r s ,  e x is tin g  in  some EEC
c o u n tr ie s ,  w ith  r e g a rd  to s ta n d a rd s , sp e c if ic a tio n s , env ironm enta l re q u ire m e n t.
(*) T h is  w ill be exp lained  in  the  forthcom ing  p a g e s .
(**) P ro d u c t d e fe re n c ia tio n  is  often  tre a te d  a s  b a r r i e r  to e n try , see  G eo rg e  J .  
S t i g le r ,  The O rg an isa tio n  of In d u s try , R .D . Irw in , 1968.
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such  a s  n o ise  le v e l ,  governm ent re g u la tio n s  " e .g .  on th e  grounds of 
health  and s a fe ty ” , and EEC  d ire c tiv e s  fo r  h a rm o n iza tio n . '  '
But no t a l l  c a s e s  w e re  in s ta n c e s  of changes im posed so le ly  by 
re q u ire m e n ts  in  "the  s ix "  a s  th e  m odifications to  some of th e  p ro d u c ts , 
w ere  to en ab le  f irm s  to com pete in  the  home m a rk e t, e . g .  m odification to 
W est G erm any ' s  s ta n d a rd s  w as c a r r ie d  ou t no t only a s  fo r  the G erm an 
m a rk e t, bu t a lso  to m eet the  in c re a s in g  home dem and fo r  the  m odified 
p ro d u c ts •
In a n o th e r  c a s e  i t  w as c laim ed th a t m odification to  the  p ro d u c t p roved  a  
b le ss in g , a s  a f te r  the m odifications had been  c a r r ie d  ou t a s  a  re q u irem en t 
to m eet s iz e  s ta n d a rd is a tio n , th e re  w as no m ore need  to in v e s t in  s e v e ra l  
ty p es  of m ach in ery  to  c o v e r  a  w id e r s iz e  r a n g e .
T hose  f irm s  w hich d id  no t make any changes to th e i r  p ro d u c ts  (10 C ase  
S tu d ies )  f e l l  in  one o r  m ore of the  fo llow ing c a te g o r ie s .
a) T rad e d  in  the  EEC  m ark e t b e fo re  e n try . The p ro c e s s  of m odification 
to  su it  th e  p ro d u c t to the  m ark e t had long been  taken  c a re  o f.
b) F irm s  th a t p roduced  goods a cco rd in g  to  a g re e d  c o n tra c tu a l 
sp e c if ic a tio n s , o r  in  a cc o rd a n ce  w ith  in te rn a tio n a l s ta n d a rd s .
c) F irm s  th a t p roduced  co n su m er p ro d u c ts  w h ere  s a le s  and m arketing  depend 
on the firm  * s  e f fo r ts  to a t t r a c t  consum ption and in c re a s e  dem and r a th e r  
than  to modify i t s  p ro d u c ts  a cc o rd in g  to m ark e t re q u ire m e n ts .
(*) M ore ab o u t te ch n ica l b a r r i e r s  w ill be d e a lt  w ith l a t e r .
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F in a lly , th o se  firm s th a t had no p o ten tia l p ro sp e c ts  fo r  tra d e  in  the  
e n la rg e d  m a rk e t. T h is  w as the c a se  of th e  sm all f irm s  in  o u r  main 
s u rv e y .
T urn ing  to new m arke ting  p o lic ie s  th a t have been in tro d u ced  a f te r  the 
a c c e ss io n  to  the m a rk e t. T ab le  VIII -  7 show s th a t 11 firm s c a r r ie d  out 
new p o lic ie s  in  the  e n la rg ed  m ark e t and 9 f irm s  d id  ab so lu te ly  noth ing .
(*)E xam ples of the p o lic ie s  'im plem ented a r e : -
-  M arketing  and s a le s  func tions re o rg a n iz e d  by a re a s  in  re la tio n  to 
s a le s ,  and by com m odities in  re la tio n  to m ark e tin g .
-  C o n stan t com parison  w ith the  p e rfo rm an ces  of E u ro p ean  a s so c ia te  
co m p an ies . T h is led  to  a  c re a tio n  of o p p o rtu n itie s , innovation , the 
t r a n s f e r  of o p e ra tio n s  from  one com pany to  a n o th e r ; and co o p era tio n  in  
c o s t  p ro d u c tio n  p ro g ram m es, the  s t ru c tu re s  of p r ic in g  p o lic ie s , so lu tions 
to  p ro d u c tio n  p ro b lem s.
-  U nification  of the  b ran d  nam es fo r  the  d if fe re n t com panies in  the  g roup  
in  d if fe re n t EE C  c o u n tr ie s , to re in fo rc e  th e  g ro u p ’s  im age and to  unify 
m ark e tin g  m ethods.
-  In c re a s in g  the  num ber of o u tle ts  and d is tr ib u tio n  ne tw ork  to get a  fu ll 
c o v e ra g e  of the m a rk e t.
The m ark e tin g  p o lic ie s , ju s t  o u tlin ed , and many o th e r s ,  a r e  fundam ental 
to the  s e le c tio n  of an e n try  s t r a te g y .  T h ese  p o lic ie s  a lso  d if fe r  if seen  
in  te rm s  of the c h a r a c te r is t ic s  of the  b u y e r, in  consum er o r  in d u s tr ia l
(*) F o r  a  fu ll accoun t of th e se  p o lic ie s , s e e  C h ap . V , p p . 156-166
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usage  and in  the  buying s itu a tio n ^ . '  T h is  w as i l lu s tr a te d  in  th e
a n a ly s is  of re p l ie s  in  C h ap te r V , th ro u g h  the  d iffe re n t beh av io u r to w ard s  
such  p o lic ie s , betw een consum er and in d u s tr ia l  p ro d u c e rs  f irm s .
F in a lly , tab le  V m  -  7 in d c ia te s  how the  c a s e  study f irm s  ac ted  re g a rd in g  
p r ic in g  po licy  in th e  m ark e t; only 6 f irm s  in  a l l  adopted  new p o lic ie s .
T h is  low p e rc e n ta g e , 2 8 .6  of the to ta l  c a s e  s tu d ie s , in  changes of 
p r ic in g  p o lic ie s , i s  c o n s is te n t w ith  conven tional p r ic e  th e o ry  w hich claim s 
th a t an ind iv idua l firm  is  assum ed to  be con fron ted  by dem and and c o s t 
cond itions w hich a r e  o u ts id e  th e ir  f i r m ’s  c o n tro l;  th e se  co n d itio n s , p lus
(  X X ^
the  f i r m ’s o b je c tiv e s , d e te rm in e  the  p r ic e  ch a rg ed  by th a t f irm ' . 
H ow ever, if we leav e  a s id e  the d if fe re n t th e o re t ic a l  ap p ro ach  to p ric in g  
beh av io u r (***) we find th a t firm s c o n s tru c t th e i r  p r ic in g  p o lic ie s  in  a  
p e n e tra te d  m ark e t, b a s ic a lly  to k eep  up w ith  the  com petition  cond itions 
fac in g  them . The la t t e r  i s  u su a lly  de te rm in ed  by fa c to rs  re la t in g  to 
th e  econom ic p e rfo rm an ce  of the co u n try  co n ce rn e d , b e a rin g  in  mind 
the  f a c to r  c o s t ,  a cco rd in g  to w hich the  firm  o p e ra te .  T hat ex p la in s  
why firm s in  o u r  study had only  lim ited  op tions to m anoeuvre w ith in , a s  
f a r  a s  p r ic in g  w as c o n c e rn e d .
(*) S e e  R .S .  A lex an d e r, J . S .  C ro s s  a n d R .M . C unningham ,’’In d u s tr ia l 
M arketing’’ Irw in , (Homewood I l l in o is , re v is e d  ed ition  1961 ). p . 3 .
(*^) I t  a lso  d e te rm in es  the  f i r m ’s le v e l of o u tpu t.
(***) S e e : G .C . A rch ib a ld  "L a rg e  and sm all num ber in  the  th e o ry  of f irm " , 
G eorge  J ,  S t ig le r ,  "A T heory  of O ligopo ly", F ra n c o  M odiglidni 
"New D evelopm ent on the O ligopoly f ro n t" ,  in  D ouglas Needham  e d . 
R eading  in  the econom ics of In d u s t r ia l  O rg an iza tio n , Holt In te rn a tio n a l 
E d itio n , 1971.
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The above m entioned im plem ented p o lic ie s  w e re  adopted  by firm s e ith e r  
a s  a  p re p a ra tio n  fo r  en try  to  th e  m ark e t, o r  a s  fundam ental fa c to r s  
in  com peting in  the m ark e t. We confined o u rse lv e s  to  th o se  p o lic ie s  
th a t a r e  the c o rn e rs to n e  of a  f i r m ’ s p e rfo rm an ce  and we le ft o th e r 
po licies^  ̂ m entioned by the c a se  study firm s (those  could be r e f e r r e d  to 
in  C h ap ter V ). T hese  o th e r p o lic ie s  th a t have no m ajo r d ire c t  e ffec t on 
t r a d e ,  but if im plem ented they  would c e r ta in ly  enhance a  f i r m ’ s 
p e rfo rm an ce . Nam ely, f irm s  claim  th a t p a r t  o r  a ll  th o se  p o lic ie s  would 
be in tro d u ced  i r r e s p e c t iv e  of B r i ta in ’s e n try  in to  the  E E C , i . e .  they  
would have im plem ented i t ,  had  B rita in  not jo in ed  the Community. 
A ccess io n  to the  en la rg ed  m arke t had  the e ffec t of speed ing  the 
im plem entation p ro c e s s .
We have seen  so f a r  what p o lic ie s  firm s im plem ented a s  a p re p a ra t io n  to 
B r i ta in ’s m em bership  to  the Community, and w ith  w hat p o lic ie s  they 
a c ted  to  take  advan tage of the  a c c e ss io n  to  the  la r g e r  m a rk e t. The next 
s tep  is  to a r r iv e  a t some co n clu sio n s  a s  to  the  e ffec t of the  e lim ination  of 
ta r if f s  on the  f i r m s ’ t r a d e .
T ab le  V III-8 d iv id es  the  e ffec t into th re e  c a te g o r ie s ;  s ig n ific a n t, 
m arg inal and no e ffe c t. Seven firm s fe ll in  the  f i r s t  c a te g o ry , 5 in  the 
second and fo r the rem ain ing  8 firm s  the  e ffec t on th e ir  t ra d e  w as n i l .
Amongst firm s th a t re p o r te d  a  fav o u rab le  e ffe c t, 3 firm s s ta ted  th a t the 
in c re a s e  in  th e i r  tra d e  w as not only a ttr ib u te d  to  a  re d u c tio n  in  d u tie s .
(*) e .g .  T ra in in g , m arket r e s e a r c h ,  in v e n to rie s  and  p roduction  
p o lic ie s .
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but th e re  w ere  o th e r  fa c to rs  w hich c o n tr ib u te d . Am ongst th o se  
fa c to rs  w e re ; investm ent p rogram m es c a r r ie d  out in  some EE C  c o u n tr ie s , 
help  re c e iv e d  from  a f f i l ia te s ,  tech n o lo g ica l s u p e r io r i ty , e f fo r ts  put into 
m arke ting  and s a le s  fu n c tio n s , s t r u c tu r a l  changes th a t  w e re  c a r r ie d  out 
and the su ita b ility  of the  p ro d u c ts  to m eet dem and.
If th o se  a r e  some fa c to rs  which a ffec ted  tra d e  i r r e s p e c t iv e  of ta r i f f s  
e lim in a tio n , in  the  follow ing p ages we s h a ll  c o n ce n tra te  on the  e ffec t 
of the l a t t e r  a s  i t  is  one of the im p o rtan t c e n tre  poin t of the  T re a ty  of 
Rom e, and indeed  a  backbone of any econom ic com m unity. The main 
co n c lu sio n s  re a c h e d  w ith re g a rd  to them , fo llow .
It is  known th a t ta r if f s  w e re  g rad u a lly  re d u c ed  from  the  tim e of B r i ta in ’s 
e n try  ( J a n . ,  1973) u n til they  re a c h e d  the  z e ro  r a te  on Ju ly  1, 1977. As 
from  th a t da te  the UK had com pleted the  tra n s i t io n a l  p e rio d  fo r  com plete 
e n try  in to  the  com m unity’ s custom  union , to g e th e r  w ith  the  o th e r  new 
m em bers, I re la n d  and D enm ark . T h is  m eant th a t ,  (sav e  fo r  a  few non­
in d u s tr ia l  p ro d u c ts , w h ere  in tra-com m unity  c h a rg e s  ended l a t e r ,  a t  the
(*)end of the  y e a r  1977), goods tra d e d  betw een th e  U .K . and o th e r  
community m em bers becam e f re e  of custom  d u tie s  and  o th e r  ex p o rt and 
im port c h a r g e s . '
The l i te r a tu r e  su rv ey ed  in  C h ap te r III in d ica ted  the  e n tir e  concep t of 
custom  unions and i ts  main to o l, i . e .  e lim ination  of t a r i f f s .  A s w as
(*) S e e , E u ro p ean  Com m unities C om m ission, B ackground R ep o r t, London, 
June  29 , 1977.
(**) In ad d itio n , the n ine m em ber s ta te s  p re se n te d  a  common ta r i f f  to  the 
r e s t  of the in d u s tr ia l  w o rld , i . e .  the common e x te rn a l ta r i f f s .
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(* )ex p la in ed  th e n , th e  e ffec t of a  custom  un ion ' 'on  m em ber c o u n tr ie s  is  
u su a lly  fe l t  in  two d im en sio n s, in  s ta t ic  and dynam ic e f fe c ts .  The f i r s t  
w ould take^ th e  form  of changes in  ou tpu t and incom e re s u lt in g  from  r e ­
a llo c a tio n  of a  fixed  amount of p ro d u c tiv e  r e s o u r c e s ,  t r a d e  c re a tio n  + 
t r a d e  d iv e rs io n , consum ption e ffe c ts , and fin a lly  the  m agnitude of th e se  
e ffe c ts  on the  te rm s  of t ra d e  w ith non-m em bers c o u n tr ie s .  The dynam ic 
e ffe c t would be fe lt  in  changes in  g row th  r a te  due to ex p an sio n s  in  the 
s iz e  of the m a rk e t, s c a le  econom ies, in te n s if ie d  com petition  among f irm s , 
and in v estm en t c re a tio n .
If th a t i s  a  package of the  th e o re tic a l  e ffe c ts  of e lim ination  of t a r i f f s ,  
w hat th en  took p lace  in  the  r e a l  te rm s  d u rin g  the th re e  y e a r s  (1973-1975) 
sp en t by o u r  c a se  s tu d ie s  f irm s , u n d e r custom  union co n d itio n s?  T h is  
we cou ld  find  out from  a n a ly s is  in  C h ap te r  V and V I, but f i r s t  we w ill 
give an  acco u n t of the above fa c to rs  on the  firm s ' t r a d e .
The ra n g e  of e f fe c ts , from  a  s ig n ific an t m agnitude to n i l ,  have been 
e x p re s s e d  by th e  s tud ied  f irm s , a s  ta b le  VIII -  8 sh o w s. T h e se  could 
be in te rp re te d  a s  fo llo w s.
F o r  th o se  f irm s  w hose tr a d e  w as he lped  s ig n ific an tly , m ore than  one 
firm  cou ld  no t c o n trib u te  the im provem ent to re d u c tio n s  in  t a r i f f s ;  they  
in c lu d ed  one o r  m ore of the o th e r  fa c to r s  m en tioned . To o th e r s  i t  w as
(*) A lso  s e e ,  B . B a la s s a , " T a r if f  R eductions and tra d e  in  M anufac tu res 
among In d u s tr ia l  C o u n tr ie s " , A m erican  Econom ic R ev iew , Ju n e  1966, 
and  M elvyn B . K ra u s s ,  e d . , The E conom ics of In te g ra tio n , G eorge  
A llen  & U nw in, 1973.
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m erely  a  question  of a  red u c tio n  in  the  high duty r a t e ,  th a t fo rm erly  
had been im posed and of being  ab le  to p a s s  the p r ic e  re d u c tio n . On 
the  o th e r  hand th e re  w as n e v e r  the qu estio n  of tra d e  c re a tio n  re su ltin g  
from  a  rep lacem en t of m ore e ff ic ie n t B r i t is h  p roduction  fo r  re la tiv e ly  
in e ffic ien t p roduction  w ith in  the o th e r  EE C  c o u n tr ie s . T h is  la te r  
c a s e ,  w hich none of the firm s in  o u r  s tudy  w as ab le  to c la im , is  
exp lained  by G eorge  and W ard . '  T hey  p roduced  a  c o n s is te n t finding 
of in te rn a tio n a l s tu d ie s  of p ro d u c tiv ity  g ro w th , " th a t the U .K . h as 
perfo rm ed  much le s s  w ell than  v ir tu a lly  a l l  of h e r  main com petito rs  
(including  th o se  of the E E C ) d u rin g  the p o s t w a r  p e r io d . M oreover, 
th is  h a s  been a s so c ia te d  w ith both a  s lo w e r  r a te  of grow th  of 
m anufacturing  output and a  lo w e r r a t io  of g ro s s  investm en t to output 
in  the  seco n d a ry  s e c to r " .  T h is  i s  d em o n stra ted  in  tab le  VIII -  13 
w hich show s the  e x p e rien c e  of th e  U .K . , and n ine o th e r  advanced 
c o u n tr ie s , in  te rm s  of th e se  two v a r ia b le s .
Two o b se rv a tio n s  have to be m entioned re g a rd in g  th is  ta b le .  The f i r s t  
i s  th a t the  g ro s s  investm en t output r a t io s  h a s  been accounted  fo r  and 
c o n s id e re d  by us b ecau se  of the  in d ire c t  e ffec t they  have on e ffic ien cy . 
S eco n d ly , the com parison  d e a ls  only w ith the  y e a r s  1960-1970 w hich 
d id  no t co incide  w ith the  p e rio d  re la te d  to o u r  study  (1973-1975). We 
w ill e la b o ra te  on the  l a t t e r  po in t in  the  com ing  p a g e s , when we touch 
on the  re la t iv e  e ffec t of the  p e rfo rm an ce  of B r it is h  econom y. H ow ever,w e 
can  s ta te  b rie fly  h e r e ,  fo r  the  sak e  of a  com prehensive  argum ent re la te d  
to the  po in t u n d er c o n s id e ra tio n  th a t ev idence  which we w ill p roduce  does
(*) S e e , K enneth D . G eorge  and T .S .  W ard "T he S tr u c tu re  of In d u s try  
in  the EE C : An In te rn a tio n a l C o m p ariso n ", C am bridge U n iv e rs ity  
P r e s s ,  1975, p p .65
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not a l t e r  the co n c lu s io n s  of T ab le  V II-1 3 when ap p lied  to the y e a r s  
1973-1975.
T ab le  V H l-l 3
In te rn a tio n a l C om parison  of G row th and Investm ent in M anufacturing
1960 to  1 970
C ountry G row th of output°Jo p . a .
G row th investm ent 
output r a t io s
Jap a n 12 .5 30 .5
Ita ly 9 .8 n . a .
N e th erlan d s 6 .4 18 .8
F ra n c e 6 ,3 1 7 .4
W. Germ any 5 .8 1 5 .9
Belgium 5 .4 18 .7
C anada 4 .8 14 .5
D enm ark 4 .7 1 0 .4
U .S . 4 .0 1 1 .7
U .K . 3.1 1 3 .0
S o u rce : OECD N ational A ccounts of OECD C o u n trie s .
As f a r  a s  th e se  f irm s , w hose tra d e  w as m arg inally  in fluenced  by 
ta r i f f  re d u c tio n s  a r e  c o n ce rn ed , the re a so n  given a s  an explanation  
is  th a t the  r e la t iv e  m agnitude of ta r if f  e lim ination  on ex p o rt have not 
changed s ig n ifican tly  when com pared  w ith th e  no e n try  s itu a tio n , 
b ecau se :
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a) The le v e l of ta r if f  p ro tec tio n  w as not h igh ,
b) As ta r i f f s  w ere  being  e lim inated  o v e r s e v e ra l  y e a r s ,  the changes 
from  one y e a r  to an o th e r w ere  not s ig n ific a n t. H ence th e re  w as only a 
g rad u a l p ro c e s s  of m utual ad ap ta tio n  to  a  new s itu a tio n  fo r  B rita in  and 
the  o th e r  m em bers.
c)^  ̂ The high co st of p ro d u c tio n  re s u lt in g  from  the in fla tio n a ry  w ages 
in  the  y e a r s  1973-1975 com bined w ith the in c re a s e  of th e  im port b ill 
(fo r th o se  firm s dependent on im ported  raw  m a te ria l o r  com ponents) 
re s u lt in g  from  th e  declin ing  v a lu e  of the  £ , lo w ered  the ne t re d u c tio n  
th a t would have been p a sse d  to  ex p o rt p r ic e s  in te rm s  of the  r a te  of 
ta r i f f s  th a t had been  sav ed .  ̂  ̂ But the  o th e r  face  e ffec t of th e  devaluation  
of the  pound, nam ely a s  a  fav o u rab le  f a c to r ,  overshadow ed the above 
e ffec t by making ex p o rts  c h ea p e r and  hence  help ing  to in c re a s e  t r a d e .
T h is  w as ex p erien ced  by 14 f irm s  in the  c a se  s tu d ie s  -  e ith e r  
s ig n ifican tly  (5 firm s) o r  m arg ina lly  (9 f irm s) .
The n il effect e x p re s se d  by the rem ain ing  firm s  re la te d  to: (1 ) p ro d u c ts
tra d e d  betw een a ff ilia te s  o p e ra tin g  w ith in  th e  EEC  c o u n trie s  i r r e s p e c tiv e
(2) P roof h igh , low o r  z e ro  ta r if f s  th a t w e re  im posed . P ro d u c ts  th a t
a r e  p roduced  to  a g re e d  p rim ary  sp ec if ic a tio n s  o r  c o s t,
(3) P ro d u c ts  th a t c a r ry  a  v e ry  sm all ta r if f  r a t e ,  so th a t th e  im pact of i ts
(*) T he fu ll im pact of the  p e rfo rm an ce  of the B r i t is h  economy on
the p erfo rm ance  of B r i t is h  firm s  in  the  EEC  w ill be d isc u sse d  
la te r .
(**) S av ings obtained  a s  a  r e s u l t  of ta r i f f  re d u c tio n s  cou ld , if the
in te rn a l co st e lem ents of the firm  p e rm it, be p a sse d  to  the  EE C  
consum er o r b u yer in  te rm s  of lo w er p r ic e s .  But a s  the above 
sav ings co incided  w ith a  dec lin in g  r a te  of the  s te r lin g  which 
re s u l te d ,  on i ts  tu rn  in  an  in c re a s e  of the p roduction  c o s t , 
e sp e c ia lly  if the im ports  b ill of the firm  co n stitu te  a  su b s ta n tia l 
p a r t  of the to ta l c o s t .
T h is  is  re la te d  to the o il in d u s try , see  C ase Study No. 7 .
(****) S ee  C ase Study N os. 1 and 16 .
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( * )re d u c tio n  is  h a rd  to n o tic e , (4) The p ro d u c ts  of th o se  firm s th a t
have not tra d e d  w ith the  EEC  c o u n tr ie s  b e fo re  e n try , a s  they  would 
s ta r t  tra d in g  in  an  elim ination  of ta r if f  s i tu a t io n . ' '  (5) F in a lly ,
i t  i s  r e la te d  to  th o se  p ro d u c ts  th a t a r e  u sed  a s  com ponents among many 
to a  fina l p ro d u c t, w hich c o n stitu te  a  sm all f ra c tio n  of the  to ta l co s t 
of th e  fin ish ed  p ro d u c t. '
H ow ever, e lim ina tion  of ta r if f s  does not m ean th a t a ll h in d ra n c es  to 
in tra-com m unity  tr a d e  a r e  ov erco m e. Custom s d u tie s  a r e  only one of 
the  b a r r i e r s  to th e  movement of t r a d e ,  a s  the  E u ro p ean  Com m unities
X X1
Com m ission po in ts  out in  i t s  com m unication to the C ouncil of
M in is te rs  and the  E uropean  P a rliam e n t on the  o ccas io n  of th e  fin a l 
ta r if f  cu ts  and th e  end of the tra n s it io n a l p e rio d  (1 Ju ly  1977). T h is  
p ro v ed  to be tru e  in  re la tio n  to w hat w as e x p e rien ced  by the firm s in  
the study in  h an d . As T ab le  V III-10 show s, 14 firm s out of th e  21 c a se  
s tu d ie s  faced  d iffe ren t ty p es  of th o se  o b s ta c le s  to t r a d e , w hich 
dim inished the e ffec t of ta r if f s  e lim ina tion . F rom  C h ap te rs  V and  VI 
we can  d e tec t th e  d iffe re n t fo rm s of the im pedim ents e x p e rien ced  by the 
s tud ied  f irm s .
T h ese  a re :
a) S ta n d a rd isa tio n  re q u ire d  by m ore than  one in s titu te ; home 
m ark e t le g is la to r s ,  E E C  d ire c tiv e s  co n ce rn e d , and  ind iv idual E E C
( ■ X - X - X - X - X - )
c o u n trie s  s ta n d a rd isa tio n  re g u la tio n .
(*) S ee  C ase  Study N o. 17 .
(**) S ee  C ase  Study No, 12 ,
( * ^ )  C ar Com ponents p ro d u c ts .
(****) Com m unication on the S ta te  of the  Custom Union of the E E C ,
Com (77) F in a l, 13 June  1 977.
( X X X X * )  An en g in eerin g  firm  e x p erien ced  the need  to m anufacture  p a r ts
of i t s  f in a l p ro d u c t in  G erm any in  o rd e r  to be ab le  to ob ta in  the 
n e c e s s a ry  G erm an C e r tif ic a te  of S ta n d a rd s . T h is  p ro v ed  to  be 
costly  and an u n ju s tifiab le  sh ift of r e s o u r c e s .
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b) N a tio n a lis tic  a tti tu d e s  and d iffe ren t s ta te  le g is la tio n s .
c) Changes need ed  to be done th a t w ere  beyond the e x is tin g  ab ility
of th e  firm (s). E xam ples: m odifications to  th e  p ro d u c ts  o r  changes in  
o rg a n isa tio n ,
d) G overnm ent p u rc h a se s  and  a id s .
\  (*) ej Language b a r r i e r s .
f) M etric a p p lic a tio n s .
g) N ational re q u ire m e n ts  on th e  g round of h ea lth , safety  and consum er
{* * )  
p ro te c tio n . '
h) D ifferen t tax a tio n  system  and r a t e s  in  each  mem ber co u n try .
i) P r ic e  d iffe ren tia tio n  fo r  sm all f irm s .
A com prehensive  accoun t of th e  n o n - ta r if f  b a r r i e r s  which would h in d e r 
the  f r e e  m ovem ents of goods in  a  custom  union can be found in the w ork 
of D ennis S w a n n .' '  Many of th e se  have been  m entioned by the  s tud ied  
f irm s . T hese  a r e  in d ire c t  ta x e s , s ta te  a id s , s ta te  m onopolies and 
public  p u rc h a s in g , te c h n ic a l and ad m in is tra tiv e  o b s ta c le s , and  c a r te l  
and co n ce n tra tio n .
H ow ever, the  C om m ission '  ̂ of the  E u ro p ean  com m unities has  re c e n tly  
re v e a le d  i t s  5 -y e a r  p lan  to tu rn  the  Common M arket in to  one s in g le  m onetary
(*) T h is  con fro n ted  sm all s iz e  firm s in  p a r t ic u la r .  The s itu a tio n  is  
v e ry  c le a r  w ith F r a n c e ,  who in s is t s  on dealin g  with 
docum entation in  th is  lan g u ag e .
(**) The m ost dem anding is  G erm any and  the  le a s t  is  H olland .
(***) D ennis S w ann , ' The E conom ics of the Common M arket ' ,  P e n g u in , 1970,
(****) E uropean  Com m unities C om m ission, B ackground R ep o rt, London,
A pril 5, 1978.
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and econom ic un ion , aim ing a t F r e e r  C irc u la tio n  of goods and s e rv ic e s  
am ongst o th e r  p ro g ram m es.
The main p rob lem s in  the C om m ission’s r e p o r t  th a t co in c id es  w ith some 
of th o se  e x p re s se d  by the  s tu d ied  firm s c la r ify  the o b s ta c le s^ ^  to tra d e  
th a t s t i l l  e x is t .  The r e p o r t  s ta te s  th a t although the Community h as  in 
th eo ry  no in te rn a l  b a r r i e r s  and only one e x te rn a l ta r i f f -w a l l ,  th e re  a r e  
s t i l l : -
i) N ine s e p a ra te  custom s a u th o r i t ie s ,  each  follow ing d iffe re n t custom s 
p ro c e d u re s , u n d e r d if fe re n t le g a l sy s te m s . T h e re  a r e  s t i l l  no 
a rran g em en ts  fo r  c o o p e ra tio n  betw een the  n a tio n a l custom s a u th o ritie s  
o r  betw een them  and the EEC  C om m ission . F u r th e rm o re , Custom s 
a u th o r itie s  s t i l l  follow  d iffe re n t in te rp re ta t io n s  when d ec id ing  th e  p re c is e  
o r ig in s  of item s such  a s  s te e l  and te x t i le s ,  w hich le ad s  to u n c e r ta in tie s  
and d e la y s .
The com m ission po in ts  out f u r th e r  on custom s a u th o r itie s  th a t th e re  is  
no uniform  system  fo r  the  r e le a s e  of goods from  C ustom s W arehouses, and 
th a t goods sen t from  one m em ber s ta te  to a n o th e r a r e  he ld  up , even though 
no tax  o th e r  than  VAT i s  payable  on them .
ii) V a ria tio n s  in  h e a lth  re q u ire m e n ts  and packaging  add to the d iff icu ltie s  
of tra d in g  in  fo o d -s tu f fs .
(iii) D iffe re n c es  in  re g u la tio n s  in  each  m em ber s ta te  fo r  packaging  and 
lab e llin g  d an g ero u s  ch em ica ls , c a l l  fo r  u n ifica tio n . O therw ise  they  may 
need to be re p a ck e d  and lab e lled  each  time they  c ro s s  an  EE C  in te rn a l 
f r o n t ie r .
(*) I t h a s  to be m entioned h e re  th a t s ta b ility  in  tra d e  flow depends on many 
fa c to rs  o th e r  than  f re e in g  t r a d e  from  o b s ta c le s  o r  en su rin g  p e rfe c t 
com petition (econom ic cond itions a t hom e, " in fla tio n , g row th , em ploym ent", 
c u rre n c y  s ta b ility  in  the  EEC  c o u n tr ie s ,  and the  W orld economy "G row th , 
t r a d e ,  en erg y  p r ic e s " ) .
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iv) D is to r tio n  of t r a d e  by anom alies  in  the v a rio u s  system s of taxatioii*^
( e .g .  d u tie s  lev ied  on b e e r  and s p i r i t s  and on m anufactu red  tobacco  
p ro d u c ts ) .
v) Jo in t s tock  com pan ies , th e  ch ie f p ro v id e rs  of community w ea lth , a r e  
a t  p r e s e n t  in c o rp o ra te d  u n d e r th e  law  of the ind iv idual M ember S ta te s .
T h ese  n a tio n a l law s d if fe r  c o n s id e ra b ly  on m a tte r  such  a s  company 
s t r u c t u r e ,  accoun ting  p ro c e d u re s  and m e rg e rs .
vi) D iffe ren t value added tax  sy stem s and r a te s  in  d iffe re n t EEC 
c o u n tr ie s .  The e n tire  s itu a tio n  of th e  h in d e ran ce  to m ovem ents to. t ra d e  
w ith in  th e  b o u n d aries  of the E E C  c o u n tr ie s  w as summed up by a  c a s e  study 
firm .^ '  T h is  s ta te d  th a t ’th e  EE C  is  a  co llec tio n  of n a tiona l m a rk e ts  
on th e  move to become a  common m a rk e t. B a r r ie r s  to e n try  e x is t  in
the  n a tio n a l law s th a t a ffec t th e  Company ’ s d ec is io n s  r e la t in g  to the 
p e n e tra tio n  of any of the  m am ber s ta te s  m ark e ts  ’ .
What m ade i t  m ore d iff icu lt fo r  firm s to  have an  easy  a c c e s s  to the  m ark e t(s) 
a r e  the  d isad v an tag es  th a t B r i t a in 's  e n try  b rough t w ith i t . T h ese  
d isad v a n ta g es  e x p re s se d  by th e  c a s e  s tudy  firm s and w orked a s  o b s ta c le s  
to e n try  can  be concluded in  the fo llow ing ;-
1 )  A pply ing  s a la ry  le v e ls  of th e  U .K . to em ploy high c o s t EEC n a tio n a ls  
c r e a te s  a  d ifficu lty  in  ge tting  the  r ig h t  peop le  in  B r it is h  o ffices  in  EEC  
c o u n tr ie s .
(*) T he r e c e n t  fam ous c a se  in  th a t r e g a r d  is  the  ac tio n  taken  by the
C om m ission a g a in s t D is t i l le r s  C o . L td . (U .K .)  fo r  ch arg in g  one p r ic e  
on w hisky fo r  s a le  in  the U .K . and a  h ig h e r p r ic e  to b u y ers  w ish ing  to 
m ark e t w hisky in o th e r  c o u n tr ie s  of the E E C , so c a rv in g  up th e  m a rk e t.
A r e la te d  c a se  is  the  d isc r im in a to ry  tax a tio n  im posed by B r i ta in , F ra n c e  
Ita ly  and D enm ark . On th e i r  s p i r i t s ,  w ine and b e e r ,  th a t ob liged  the  
Com m ission to r e f e r  the  fo u r  m em bers to the  E u ro p ean  C o u rt of J u s tic e  
a s  th ey  took m e asu re s  w hich co n flic t w ith  a r t ic le  95, which p ro h ib its  
m em ber s ta te s  from  im posing d ire c t ly  o r  in d ire c tly  in te rn a l tax a tio n  on 
th e  p ro d u c ts  of o th e r  m em ber c o u n tr ie s  in  e x c e ss  of th a t im posed on 
s im ila r  dom estic  p ro d u c ts . (S o u rc e : ECC R ef. IS E C /B 5 2 /7 8  L ondon, 
Ju ly  13 , 78).
(**) C a se  S tudy  R ef. N o. 2.
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2) D eposit schem es im posed in  some EE C  c o u n trie s  from  tim e to 
time w orked  a s  a  tem p o ra ry  re s tr ic tio n #
3) C o n s tra in ts  a tta ch e d  to the a v a ilab ility  of funds im m ediately 
needed  to m eet p o lic ie s  and p lan s  fo r  p e n e tra tio n ,
4) E x c e ss iv e  b u re a u c ra c y  on the  p a r t  of the B ru s s e ls  Com m ission, 
in  te rm s  of the h a rm o n isa tio n  of consum er le g is la tio n  being in tro d u ced , 
and o th er d isad v an tag es  w hich could be ra te d  a s  an e x tra  b u rden  and 
not a s  o b s ta c le s  a s  su ch .
The negative  a sp e c ts  of ta r i f f  e lim ination  com bined w ith o th e r b a r r i e r s  
to e n try  and the d isad v an tag es  of m em bersh ip , explain  the d iv e rs io n  of 
the  expec ted  s a le s  in c re a s e  in  th e  p rim ary  su rv ey  w ith w hat a c tu a lly  
took p la ce . T h is  h a s  been  a s s e s s e d  in the  main su rv e y  and w as 
sum m arised  in  C h ap te r V I, T a b le s  V I-4  and V I-5 .
H ow ever, not a ll  the  f irm s  in  the  study had d iff icu ltie s  in  p e n e tra tin g  the 
m ark e t. As we s ta te d  above th e re  w e re  th o se  w hich met fav o u rab le  
e ffe c ts . T ab le s  V III-2 and V III-3  in d ica te  the  num ber of firm s th a t 
in c re a s e d  th e ir  t r a d e  a s  a  r e s u l t  of ta r if f  e lim ination  (12 firm s divided 
betw een sig n ifican t and m arg in a l e ffe c ts ) , the  devalued  r a te  of the  pound 
s te r l in g  (14 firm s d iv ided  betw een s ig n ifican t and m arg inal effect) and  
the adv an tag es  th a t B r i t a in 's  m em bership  b rought w ith i t , (11 f i r m s ) .
(*) S ee  C h ap ter V , pp . 148-149 .
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As the  f i r s t  and th e  second  e ffe c ts  have been  debated  ab o v e , i t  rem a in s  
to  conclude w hat adv an tag es  the  firm s e x p e rien c e d  from  m em bership and 
how th e se  in c re a s e d  t r a d e .
T hose  advan tages w e re : -
1 ) The E u ro p ean  a tti tu d e s  th a t com panies adopted w hich re s u lte d  in  a 
re sh a p in g  of the  E u ro p ean  o p e ra tio n s  fo r  th e  b e t te r .
2 ) E u ro p ean  s ta n d a rd s  w e re  no t a lw ays an o b s ta c le , s in ce  they  re s u lte d  
in  im provem ents of p ro d u c tio n  m ethods.
3 ) The help  to tra d e  due to  the  tr a d e  a g reem en ts  betw een the  E E C  and
(**)i t s  a s s o c ia te s .
4 ) B e t te r  re la tio n sh ip  and accep tan ce  of B r it is h  firm s by E uropean  
com p an ies .
5) C o llab o ra tio n  p rogram m es w ith  E E C  p a r tn e r s  in  c e r ta in  a r e a s  -  fo r  
exam ple R + D , innovations w hich a r e  c o s tly  if done so le ly  by one f irm .
6) A b ility  to  t r a n s f e r  p ro d u c ts  m ore e a s ily  betw een a f f i l ia te s .
7 ) In the  clo th ing  in d u s try  a s  B rita in  in c re a s in g ly  adopt the E u ro p ean  
fash io n  and ta s te ,  re la tio n s h ip  w ith  the  EE C  com panies m eant the  ab ility  
to ge t re a d y  fo r  lik e ly  ev en tu a l ch anges in  the U .K . m ark e t; i t  a lso  
m eant th e  c re a tio n  of a  s itu a tio n  th a t  o b lig es  UK m anagem ent to become 
p ro fe s s io n a l than they  have been  in  the p a s t .
T rad e  in c re a s e s  th a t have been ach iev ed  by some of the s tud ied  firm s 
m ight be based  upon p a s t  t r a d e  e x p e r ie n c e  which  firm s had in  one o r  m ore
(*) A packaging p ro d u c ts  firm  s ta te d  th a t  s ta n d a rd isa tio n  in c re a se d  i ts  
p ro d u c ts , ( i . e .  tra d e )  to m eet the  em phasis th a t had been put on 
id en tific a tio n s  w hich m eant in c re a s e  in  w ording  and so in  packag ing . A lso 
r a is in g  s tan d a rd s  in  m ed ical p ro d u c ts  elim inated  some co m petito rs  
th a t could not m eet th o se  s ta n d a rd s  and hence in c re a s e d  the f i r m 's  
s h a re  of the m ark e t th a t have been  sh ifted  to them .
(**) A lthough i t  w as d iff ic u lt fo r  th e  firm s  to  spec ify  i t s  e ffe c t.
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of the me m bers m ark e ts  • T ab le  VHI -  4  d em o n stra te s  th a t an 
ex cep tio n a l p ro p o rtio n  of f irm s , 17 f i r m s , had th is  e x p e r ie n c e . P a s t  
t r a d e  p a tte rn s  a r e  good in d ica tio n s  of fu tu re  t r e n d s ,  assum ing th a t o th e r  
fa c to rs  a ffec ting  tr a d e  a r e  s t a t i c } T h is , h o w ev er, is  no t a  v a lid
p ro p o s itio n  a s  the  dynam ic e ffe c ts  of the  econom ic p e rfo rm an ce , the  
ch an g es in  grow th r a te ,c h a n g e s  in  th e  com petition  co n d itio n s , changes in  
the  in te rn a l  econom ies of th e  f irm , w ill a lw ays a ffec t fu tu re  tra d e  t r e n d s .  
S t i l l ,  we a r e  ob liged  -  in  any t r a d e  a n a ly s is  -  to  go by the  p a s t  d a ta  th a t 
i s  a v a ila b le . ' Y et ag a in , i t  i s  p a s t  t r a d e  e x p e r ie n c e , th a t w orks
a s  an  in fluencing  fa c to r  on fu tu re  t r a d e  in c lin a tio n  a s  i t  inc lu d es  
fa m ilia r ity  w ith the m ark e t com petition  co n d itio n s , p o lic ie s  a lre a d y  
im plem ented in  lin e  w ith  m ark e t re q u ire m e n ts  and p re v io u s ly  e s ta b lish e d  
b u s in e ss  re la t io n s h ip s .
T hese  inducem ent e lem en ts  in  the p a s t  t r a d e  e x p e rien c e  fa c to r  would be 
an ex p lana tion  of the  re s p o n se  of 14 f irm s  to the  no change in  th e i r  t ra d e  
volume a f te r  B r i t a in 's  e n try , a s  ta b le  VTII -  9 in d ic a te s .  A lthough 7 
f irm s  in  th a t tab le  in d ica ted  th a t the U .K . m em bership  had a  fav o u rab le  
e ffec t on th e i r  tra d e  th ey  could no t quan tify  o r  even  qualify  the  p o ss ib le  
e ffec t had B rita in  n o t jo ined  the  C om m unity. F o r  the  o th e r  14 firm s  
th e re  would have been  no d if fe re n c e , e n try  o r  no e n try .
(*) S e e  M .E . K re in in  "On the  dynam ic e ffec ts  of a  Custom  U n ion",
J o u rn a l of P o li t ic a l  Econom y, A p r il  1974 and Y .S .  H u, "T he In d u s tr ia l  
E conom ics of B rita in  ' s e n try  in to  th e  E E C  -  A fram ew ork  fo r  an a ly s in g  
the dynam ic e f fe c ts " . The Jo u rn a l of In d u s tr ia l  E conom ics, Ju n e , 1974.
(**) S e e  the re la t in g  a rgum en ts  in  C h a p te r  VU p p .223-253 and Han and 
L ie s n e r ,  o p .c i t .  R e f . N o .4 . p . 20 .
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As p a s t  tra d e  e x p e r ie n c e  w as an  e ffec tiv e  fa c to r  in  tra d in g  in  the m a rk e t, 
th o se  sp e c ia l  f e a tu re s  w hich firm s p o s s e s s e d , p layed  a  p a r t  in  enhancing  
th e ir  com petitive  p o s itio n . In ta b le  VIII -  11j18 firm s out of the  21 c a se  
s tu d ie s  r e p o r te d  th a t they  a c q u ire d  one s o r t  o r  a n o th e r of in te rn a l  o r  e x te rn a l 
advantage re la tin g  to  th e i r  o p e ra tio n s . T h ese  inc luded  :
1 ) The p ro d u c tio n  of a  wide ra n g e  of p ro d u c ts .
2) A dvanced technology  in  a  num ber of s e c to r s  of the  f irm ’ s a c tiv it ie s  and 
c o n s tan t in n o v a tio n s .
3) O w nersh ip  by a  hold ing  com pany th a t i s  ro o te d  in  the  EEC  m a rk e t.
4) L ic e n c e s  and p a te n ts .
5) C o o p era tio n s  w ith E E C  co m p etito rs  ( e .g .  exchange of know ledges).
6) M onopo listic , cond itions th ro u g h  governm ent p u rc h a se s  in  th e  home 
m ark e t th a t gave th e  firm  the  n e c e s s a ry  econom ies of s c a le .
7) D iv e rs if ic a tio n s  th a t e n su re  c o n tro l the supply  of com ponents.
8) In te rn a tio n a lly  known b rand  nam e.
If th o se  s p e c ia l  f e a tu re s  th a t som e com panies p o s s e s s e d , he igh tened  
th e ir  com petitive  p o s itio n  in  the e n la rg e d  m ark e t, i t  w as s t i l l  no t an  e a sy  
p e n e tra tio n  a l l  th e  w ay . A s ta b le  Vin -  11 sh o w s, 9 firm s w e re  faced  
w ith s e v e re  com petition  in  th e  r e s t  of th e  m a rk e t, though the  com petition 
cond itions of the  rem ain in g  12 f irm s  w e re  com patible  w ith th o se  of th e i r  
co m p e tito rs . A gain  ta b le  VIII -  5 p o in ts  out the  s ta te  of com petition  in  
the  r e v e r s e  d ire c t io n , th a t is  in  th e  UK m ark e t from  firm s in  the r e s t  of 
the  E E C  c o u n tr ie s .  S h if ts  in  the  s h a re  of the  UK m arke t in  fav o u r of 
the  co m p etito rs  w e re  re p o r te d  only by 2 f irm s . M arginal p e n e tra tio n s
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w e re  e x p e rien c e d  by  8 f irm s  and fo r  the  rem ain in g  9 f i rm s , o th e r  EEC
co m p etito rs  d id  no t su cc e ed  in  gain ing  a  s l ic e  of i t .  E x p lana tions of the
s itu a tio n s  faced  by th o se  v a r io u s  g ro u p s of firm s a r e  am ongst the  fo llow ing:-
1 ) P r ic e  d is p a r i t ie s  w hich a r e  o ften  due to  n a tio n a l p r ic in g , o r  o th e r
(*)re g u la t io n s , and c u rre n c y  f lu c tu a tio n s .
2) Q uality  s u p e r io r i ty  and p ro d u c t s u ita b il i ty .
3) C om petition  co n d itio n s  in  m em bers c o u n tr ie s  w ere  a lm ost the  sam e u n le ss  
d is to r te d  by n a tio n a l leg isla tion ,^** iha t s e t  a  w all a g a in s t e n try .
4) E a sy  e n try  to th e  UK m ark e t w as re p o r te d  b ecau se  not much cap ita l 
w as needed  to  s t a r t  a ssem b lin g  a  p lan t in  a  r e la te d  indus t r y .  ̂  ̂^
5) T he le a rn in g  p ro c e s s  th a t had been  gained  from  E uropean  co n tac ts  w as 
a  fa c to r  of de fen ce  a g a in s t p e n e tra tio n  of th e  home m ark e t.
6) F ro m  th e  po in t of view  of com p ara tiv e  adv an tag es  in  in d u s tr ia l  s t r u c tu r e ,
/  y  y y  \
the  m ajo r in d u s tr ie s  in  th e  EE C  a r e  s im ila r  a s  th e re  a r e  no ad v an tag es  
on e i th e r  s id e , in  te rm s  of co m p ara tiv e  c o s t  o r  techno logy .
7) R eg a rd in g  the  en g in ee rin g  m a n u fa c tu re rs , com petition  is  f ie r c e  e i th e r  
in  th e  UK o r  the r e s t  of the  EE C  m a rk e ts  -  only firm s w ith a  hugh tu rn o v e r  
cou ld  s u rv iv e .
/  X  X  X  X 1
8) P o li t ic a l  o r  n a tio n a l in te r e s t s  do in fluence  com petition co n d itio n .
(*) The s ix th  r e p o r t  on com petition  po licy  re p re s e n te d  on A p r il ,  1977 
by Raymond V ouel, th e  C om m issioner co n ce rn e d , aim ed a t  a  p o licy  
of p r ic e  tra n s p a re n c y  in  m a rk e ts , so u rc e  ECC R E F . IS E C /B 2 8 /1  977 
London, May 11, 1977.
(**) Though I ta lia n  le g is la tio n  w e re  a  b le ss in g  to  a  firm  (C ase  study R ef.
N o .9) in  th a t  i t  p re v e n ted  Ja p a n e se  f irm s , th e i r  fo rm idab le  
c o m p e tito rs , from  tra d in g  in  th e  I ta lia n  m a rk e t.
(***) S ee  C a se  s tudy  R e f . N o. 2.
(****) F o r  a  fu ll acco u n t of th o se  in te r e s t s  s e e  C h ap te r  V , C ase  s tudy  r e f .
N o. 1 and the  s ta te  of the  E u ro p ean  a i r c r a f t  in d u s try ; E u ro p ean
Community N o. 2 and N o. 8 , 1975.
(*****) S e e  C a se  Study N o. 1 2 .
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9) P e n e tra tio n  into the UK m ark e t w as only  im possib le  in  the  s h o r t  ru n
(*)
becau se  of in s is ta n c e  on buying som e B r i t is h  p r o d u c ts , ' a s  i t  p o s se s s e d  
p a r t ic u la r  s ta n d a rd s  to s u it  o th e r  B r i t is h  p ro d u c ts .
/  y  y  \
10) The expansion  of the  sem i co n d u cto r '  'home m a rk e t, d e sp ite  the  
d e p re s s io n  in  the  econom y, in c re a s e d  both s h a re s  of th e  B r i t is h  and o th e r  
EEC  f irm s .
11 ) In d u s tr ia l  c o s t  s tru c tu re  d iffe re n tia tio n  betw een th e  r e s t  of EEC  
and B rita in  in  th e  y e a r s  1974-1976 w orked  a s  an advan tage  to  th o se  w hose 
c o s t  f a c to rs  -  th is  depends on d iffe re n c e s  in  in fla tio n  r a te s  th a t a ffe c t 
inpu t c o s ts  -  w e re  re la t iv e ly  s ta b le .
12) The ab ility  to s a tis fy  u rg e n t d e l iv e r ie s  and  re c tify  te c h n ic a l p ro b le m s .
13) Low la b o u r c o s t in  the  U .K . w as an en co u rag in g  fa c to r  fo r  p e n e tra tio n  
in to  the  U .K . m arke t
One of the re a s o n s  given a s  an advan tage  o v e r  co m p etito rs  w as the  
ex is tn ce  of econom ies of s c a le  and the in c re a s e d  e ffic ien cy  th a t some c a s e  
s tudy  firm s en jo y . R ead ing  tab le  VTII -  6 , we can  d educt th a t the m ajo rity  
of firm s d id  enjoy a form  o r  a n o th e r  of th o se  econom ies (l 5 f irm s ) , bu t a  
sm a lle r  num ber of firm s (6 firm s) m anaged to ach ieve  in c re a s e d  e ff ic ie n cy . 
10 firm s from  the  fo rm er and 4 from  th e  la t t e r  s ta ted  th a t th e i r  econom ies, 
and in c re a s e d  e ffic ien cy , w e re  n o t a  r e s u l t  of B r i ta in ' s  m em bersh ip .
(*) T h is  w as to do w ith c a r  com ponents, s e e  C ase  S tu d y , R e f . N o ,13 . 
T h is  firm  no t only stopped co m p etito rs  sh a r in g  i t s  home m a rk e t, 
but w as ab le  to p e n e tra te  the G erm an m a rk e t.
(**) S e e  ^ a s e  S tudy R ef. N o. 11
(***) S e e  C h ap te r  V, fo r  a  fu ll r e p o r t  of the  com petition  cond ition  in  th e  
U .K . and the r e s t  of the EEC  c o u n tr ie s .
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In th a t r e s p e c t  we could  r e f e r  again  to  the  dynam ic e ffe c ts  of the  Custom s 
Union w hich c o n s is ts  of two e n tire ly  d if fe re n t a rg u m e n ts . The f i r s t  is  
co n ce rn ed  w ith the  e ffe c ts  of p ro te c tio n  on the e ffic ien cy  w ith which the 
firm  o p e ra te s ,  a cc o rd in g  to  a  given techno logy  and m ark e t s t ru c tu re  ; 
w hat L e ib e n s te in  '  h a s  lab e lled  ’x -e ff ic ie n c y ’ . The second i s  th a t 
l a r g e r  m ark e ts  would p e rm it the  ex p lo ita tio n  of econom ies of s c a le  and
i  X X ^
the  adap ta tio n  of m ore  u p - to -d a te  tech n o lo g y . T h e o re tic a l  o b jec tio n s  
w e re  r a is e d  to both  a rg u m e n ts ; h o w e v e r, they  a r e  s t i l l  a  va lid  hypothesis^iT^^
T h is  w as em phasised  by the  s tu d ied  f irm s  a s  a  fo rc e  lead in g  to a  s t ro n g e r
com petitive  p o s itio n  to  th o se  w hich p o s s e s s e d  econom ies of s c a le  be fo re
the e n try , and a s  a  r e s u l t  of tra d in g  in  th e  e n la rg ed  m ark e t fo r  th o æ who
obta ined  them  b e ca u se  of e n try .
(*) H . L e ib e n s te in , A llo ca tiv e  e ffic ien cy  v e rs u s  x -e ffic ie n c y , A m erican  
Econom ic R ev iew , Ju n e  1966, p p . 392-415 .
(**) F o r  e lab o ra tio n  s e e  "T he  econom ics of in te g ra tio n " . E d ited  by M .B . 
K ra u s s ,  A llen  and Unwin, 1973, p p . 1 2 -1 7 .
(***) T h ese  could  be t r a c e d  back to  Adam S m ith ’ s d e sc r ip tio n  of the
im portance  of th e  d iv is io n  of la b o u r fo r  e ff ic ien cy . F o r  a  d e ta iled  
d isc u ss io n  on the  s u b je c t, s e e  E .A .G .  R obinson , "T he  S tru c tu re  of 
C om petitive In d u s try " , CUP 1958; C . P ra t te n  and R .M . D ean "T he 
econom ies of la r g e - s c a le  p ro d u c tio n  in  B r it is h  In d u s try , C U P , 1965; 
R .W . Shaw  and C . J .  S u tto n , " In d u s try  and C om petition: In d u s tr ia l 
C ase  S tu d ie s , M acm illan , 1976; and ^ . F .  P r a t te n ,  "Econom ies of 
S c a le  in  m anufactu ring  In d u s try " , CUP 1971.
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8 .4  Summing up
A • T ra d e  r e s u l t s
(*)
A s fo r  th e  tra d e  f ig u re s  ob ta ined  from  the  s tu d ied  firm s which w ere  
a n a ly se d  in  C h ap te r V I, we conclude th a t some firm s have done
( * * )
ex trem ely  w e ll, some have no t, and o th e r firm s  w e re  not a ffec ted  a t a l l .
T h is  r e s u l t  i s  c o n s is te n t w ith , f i r s t l y , the expecta tion  re p o r te d  by firm s 
in  the p rim ary  su rv e y ; seco n d ly , the r e a s o n s  and ju s tif ic a tio n s  of the  
f i r m s ' tra d e  p e rfo rm an ce  given in  the main survey , ad v an tages a n d /o r  
d isad v an tag es  th a t f irm s  e x p e rien ced  due to  the  e n try , o b s tac le s  to  tra d e  
and i t s  h in d ran ce  e ffe c ts ; f in a l ly , th is  r e s u l t  a g re e s  w ith the tra d e  
p e rfo rm an ce  a n a ly se d  in  C hap ter V II. To e la b o ra te  on th is  la s t  p o in t, 
we r e f e r  to  the  ra n k  o rd e r  of the s e le c te d  m anufacturing  com m odities 
u n d e r d iffe ren t g ro u p s , s e c tio n s , of in d u s tr ie s ,  w hich we c o n s tru c te d  
in  C h ap te r V II. T h e re  we found th a t some goods ra n k e d  in  the  top
c la s s e s ,  i . e .  they  enjoyed a co n s id e ra b le  tr a d e  s u rp lu s , some w ere  in  
the m iddle , i . e .  th e  b a lan ce  of t r a d e  w as ju s t  in  th e i r  fa v o u r, and the 
r e s t  ra n k e d  in the low est c la s s e s ,  e .g th e y  e x p e rien ced  t r a d e  d e fic it.
( * *  X )
As the  p ro d u c ts  of th e  s tu d ied  f irm s  come under one o r  an o th e r of 
th o se  ra n k e d  com m odities in the d iffe ren t g ro u p s  of in d u s tr ie s ,  so th is
(*) As i t  w as re p o r te d  in  C h ap te r V I, only 10 out of th e  21 c a se  
s tu d ie s  firm s p erm itted  the  r e le a s e  of such f ig u re s .  T hese  
w e re  e x p re s s e d  in  d iffe ren t w ay s, by v a lu e , quantity  o r  
p e rc e n ta g e . T h is  we could not do anyth ing  ab o u t, a s  i t  w as 
decided  by the  f i r m s ' ex ecu tiv e s  to m eet the b a lance  betw een 
d is c lo su re  of d a ta  and the se c re c y  a tta ch e d  to i t ,
(**) S ee  T ab le  Vl-1 .
(***) It would have been  c le a r e r  if we a sso c ia te d  th o se  p ro d u c ts  to 
the re le v a n t c la s s e s  in  the  ra n k  o r d e r .  But we fa ile d  to get 
from  the s tu d ied  firm s  the  re la t iv e  SITC  to th e ir  p ro d u c ts  a s  
they  r e p o r t  th e ir  ex p o rts  a cco rd in g ly  to  HM Custom s and E x c ise ,
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i s  a  su pport to th e  above r e s u l t .  On th e  o th e r h an d , th is  r e s u l t  
fo llow s the hypo thesis  we u n d e rlin ed  when we c o n s tru c te d  the  
com m odities ra n k  o r d e r ,  w hich i s  th a t th o se  th a t have done w ell have 
a  com parative  co st advantage  o v e r th e ir  c o m p e tito rs . H ence r e v e r s e  
re a so n in g  ap p lie s  to  those  f irm s  w hich not only have not done w e ll, but 
have a lso  e x p e rien ced  p e n e tra tio n  of th e ir  home m arket by firm s from  
o th e r  EEC c o u n tr ie s . It is  again  obvious th a t th o se  th a t have not ach ieved  
any tra d e  in c re a s e  w ere  in  harm ony w ith th e  d e c lin e ' of the  o v e ra ll UK 
tra d e  in  the  en la rg ed  m ark e t.
H ow ever, we have to m ention in  th a t con tex t th a t we w ere  a lw ays a w a re , 
a s  r e g a rd s  th e  tra d e  a n a ly s is  we u n d erto o k , th a t i t  w as deployed only a s  
a  su p p o rtiv e  study to  the  c a s e  s tu d ie s  a n a ly s is  and tha t fo r  a  com prehensive  
U K /E E C  tra d e  a n a ly s is  we would h av e , a t le a s t  in  th e o ry , to  a n a ly se  in 
d e ta il the tra d e  in  the p ro d u c ts  of each  f irm , r e la te d  to  a  com prehensive  
a n a ly s is  of the tr a d e  of the  in d u s try  i t  belongs to an d , f in a lly , r e la te  
both  to  the o v e ra ll UK t r a d e .  An attem pt a t th is  we have done, m odestly  
and in co m p reh en siv e ly , in  C h ap te rs  VI and V II.
B . R easons a s  to why e x p ec ta tio n s  not m a te r ia lise d
A s r e g a rd s  the  f i r m s ’ ex p ec ta tio n s  of in c re a s e d  tra d e  due to B r i ta in ’s 
m em bersh ip , the  com parison  betw een  what w as fo re c a s t  in th e  p ilo t 
su rv e y  and what ac tu a lly  took p la c e , a s  re p o r te d  in  the  main su rv e y .
(*) S ee  the c h a r t and the  a n a ly s is  in  th e  above pages in  th is  
c h ap te r and the  in te rp re ta t io n  of the  tra d e  a n a ly s is  in  
C hapters VI and V ll.
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w as re v e a le d  in  T ab les  V I-4  to  V I-7  in  C h ap ter VI. In te rp re ta tio n s  
a s  to  why ex p ec ta tio n s  had  not m a te r ia lise d  w e re  a lso  g iv en . The 
re a s o n s  fo r  d iv e rs io n s  am ounted, in  e ffe c t, e i th e r  to  re a s o n s  re la te d  
to  th e  in te rn a l o p e ra tio n s  of the com pan ies, o r  to  ou tside  f a c to r s ,  
such  a s  com petition co n d itio n s , perfo rm an ce  of the  B r i t is h  economy 
and  home m arket co n d itio n s . The re a s o n s  w e re  a lso  re la te d  to d iffe ren t 
o b s ta c le s  th a t e x is te d . T hose  th a t had  r e a l is e d  w hat they  expected  had 
re a p e d  fav o u rab le  e ffec ts  of the elim ination  of t a r i f f s ,  th e  ad van tages 
th a t m em bership b rought w ith i t ,  and th e  s u p e r io r ity  of th e i r  in te rn a l 
o p e ra tio n s . A fu ll account of the in te rp re ta t io n s  w as given in  the  
C om parative app ro ach  a n a ly s is  in  the above c h a p te r .
C . P o s itio n  of firm s in  re la tio n  to  th e i r  s iz e s  and p ro d u c t m ark e ts
In th e  a n a ly s is  in  the grouped  ap p ro ach  in  C h ap te r V I, the  main 
co n clu sio n s  th a t we in v es tig a ted  a r e  th o se  r e la te d  to  the  s iz e  of firm  
and  i t s  e ffec t in  tak ing  o p p o rtu n ities  o ffe red  in  th e  a c c e ss io n  to an 
e n la rg e d  m arket. A lso the  conclusions r e la te d  to  the  p ro d u c t m arket 
d iv ided  betw een consum er and in d u s tr ia l  p ro d u c ts .
(i) S iz e  e ffec ts
T he p o s itio n s  of la rg e  and  medium s iz e  firm s w e re  a lm ost id en tica l in  
th a t they  w ere  p re p a re d  to  exp lo it the o p p o rtu tie s  o ffe red  to them  to 
expand th e ir  tra d e  a f te r  the e n try . Though th e  l a r g e - s iz e  firm s w ere  
in  a  b e tte r  position  a s  they en joyed  te ch n ica l e ffic iency  and  econom ies 
of s c a le  th a t enab led  them to  com pete a g a in s t r i v a l s ’ p r ic e s .  T hey 
ap p lied  the  la te s t  technology , had co n stan t u se  of R & D, have been  
ab le  to  a t t r a c t  the sk ills  needed fo r  th e ir  o rg a n isa tio n s  and to  r a i s e  
th e  funds needed fo r  expansion  in  the  m ark e t. U sually  they a re  p a r t  of
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a g roup  th a t h a s  s tre tc h e d  i ts  o p e ra tio n s  to  d iffe re n t E E C  c o u n tr ie s .
T h is  h a s  he lp ed  them  in  re a llo c a tio n  of fa c to rs  of p ro d u c tio n s  and fina l
p ro d u c ts . H o w ev er, we have to note th a t la rg e  firm s  w e re  a lre ad y
in  th e  m ark e t b e fo re  e n try  and th a t th e i r  d e c is io n s  to expand in  the
(same tim e depended  on fa c to rs  and  conditions o th e r than  th o se  of 
en try  a lo n e . E xam ples of th e se  fa c to rs  a r e  investm en t p rog ram m es, 
su rv iv a l th ro u g h  grow th  and econom ic cond itions a t home and  a b ro a d .
The E E C  m a rk e t, am ongst o th e rs , w as a  fa m ilia r  m arke t in  th a t 
r e g a rd ,  e sp e c ia lly  when co n cen tra tio n  a t  home w as ex h au sted , o r  when 
the dom estic  econom ic s itu a tio n  p re v e n ted  grow th a t  hom e.
As f a r  a s  the  m ed ium -sized  firm s a r e  co n ce rn e d , a s  in d ica ted  in  
C h ap te r V I, they  did not enjoy the  in te r e s t  of m ost w r i te r s  and r e s e a r c h e r s ,  
T hose  w e re  co n stan tly  co n cern ed  w ith sm all f irm s o r  la rg e  in te rn a tio n a l o r  
m ultina tiona l o p e ra tio n s .^   ̂ T hat i s  b e c a u se , a s  we in d ica ted , th o se  
o th e r  s iz e  g ro u p s w e re  dom inant in the b u s in e ss  scen e  and b ecau se  the 
c h a r a c te r i s t ic s  of the  medium s ize  f irm s  have a  floa ting  dim ension betw een 
the o th e r  two s iz e -g ro u p s .  H ow ever, th e ir  o p e ra tio n s  in  the  extended 
m ark e t w e re  d is tin c tiv e . They n e ith e r  s h a re  w ith the  sm all f irm s the 
d e fic ien c ie s  th a t h in d e r th e ir  p o sition  in  the m a rk e t, n o r enjoy the  fu ll 
fo rc e s  tha t enhance th e  p e rfo rm an ce  of the  la r g e - s iz e  g ro u p . S p a re  
cap ac ity  w as a  fe a tu re  tha t helped  th e  in c re a s e  of th e i r  t r a d e , to g e th e r
(*) S ee  J .  M. L iv in g sto n e , "The In te rn a tio n a l E n te rp r ise ,"
A sso c ia te d  B u s in e ss  P ro g ram m es , L ondon, 1975, and  E . J .  
K o lac , " In te rn a tio n a l B u sin e ss  E n te rp r is e ,"  P r in c e  H a ll, 1968,
(**) S ee  C h ap te r V I.
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w ith p o ten tia l ex pansion  a s  a  p rim ary  o b je c tiv e .
F in a lly  a s  they  a r e  u su a lly  in  the m a tu rity  s tag e  of th e i r  life  cy c le  w ith 
the  a b ility  to change and adopt new id e a s , flex ib ility  in  adap ta tio n  to  the 
req u ire m e n ts  of the e n la rg e d  m ark e t i s  a v a ila b le .
The sm a ll-s iz e  firm s  p e rfo rm an ces  w e re  c le a r  cu t c a s e s  in  o u r study ; 
they  fa iled  to g ra s p  th e  opportun ity  to expand th e i r  t ra d e  in  the en la rg ed  
m a rk e t. A p a rt from  the  in te rn a l d e f ic ie n c ie s  th a t c h a ra c te r iz e  th e i r  
o p e ra tio n s  in  r e la t io n  to a  m arke t a s  su c h , w hich we ex p lo red  in  C h ap te r 
V I. The r e a s o n s  fo r  the  above co n clu sio n  w e re  the lack  of o rg a n isa tio n  
th a t i s  needed  to d e a l w ith a  m ark e t a s  la rg e  a s  the  E E C . They do not 
enjoy fo rm s of econom ies of s c a le  o r  e ffic ien cy , hence  th ey  cannot com pete 
w ith  o th e r  s iz e  g ro u p s  p r ic e s .L a n g u a g e  b a r r i e r s ,  the b u rden  of p a p e r  
w o rk , the  c o s t of t ra n s p o r ta tio n  and  th e  la ck  of p a s t  e x p e r ien c e  in  tra d in g  
in  th a t m ark e t have w o rk ed  a s  o b s ta c le s .  They have n o t been ab le  to 
fo llow , le t  alone com pete w ith , th e  m ark e t le a d e r s ,  e i th e r  in  technology 
o r  in n o v a tio n s , p lann ing  p roduction  program m es a re  p ro h ib ited  by the  
r e a l i ty  of th e i r  p ro d u c tio n  p ro c e s s e s  w hich a r e  u su a lly  conducted  to 
cu sto m er o rd e r  re c e iv e d  a t sh o r t  n o tic e . T h is  does no t give a  
fav o u rab le  condition  fo r  p e n e tra tin g  the  m a rk e t, and c r e a te s  d iff icu ltie s  
in  ob ta in ing  the n e c e s s a ry  fu n d s .
The above could be e x tr a  ev idence  to th a t p roduced  fo r the Bolton Committee
(*)
of the p rob lem s of sm all f irm s .
(*) P ro b lem s of S m all F irm s , É v idence  to  the  Com m ittee of Inq u iry  s e t  up 
in  A u g u st, 1969, by the  P re s id e n t  of the B oard  of T rad e  (The B olton 
C om m ittee), C B I, J a n .  1971 .
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I t  w as noted  by the C om m issioner r e s p o n s ib l i  ) in  the  E E C  th a t sm all 
f irm s  in  th e  Community o ften  come up a g a in s t o b s ta c le s  p e c u lia r  to  th e ir  
size,* m ost of w hich a r e  m entioned above,* and would n eed  a id  to help  
them  p lay  th e i r  ro le  m ore e ffe c tiv e ly .
i i .  P ro d u c t m ark e t in fluence
A s r e g a rd s  the  p ro d u c t m a rk e t, th e  main conclusion  re a c h e d  is  th a t 
m em bership  o ffe red  m ore opportun ity  to  the  consum er p ro d u c in g  f irm s , 
than  to  in d u s tr ia l  p roducing  f irm s  a t le a s t  in  the  s h o r t  r u n .  The re a s o n s  
w e re , a s  f a r  a s  the  fo rm e r is  c o n c e rn e d , th a t en la rg em en t of flie m a rk e t, 
in  te rm s  of population th a t cou ld  be a t t r a c te d  th rough  ad v e rtise m e n t, and 
p r ic e  ch an g e s , and the re la t iv e ly  s h o r t  p e rio d  of tim e th a t  i s  needed  fo r  
p ro d u c tio n , w hich consequen tly  m akes ad ap ta tio n s  to  re q u ire m e n ts  of the  
m ark e t v ia b le . In d u s tr ia l  p ro d u c ts  n eed  a  lo n g e r m anufacturing  cy c le  
and th e i r  p r ic e s  a r e  in flex ib le  in  the  s h o r t  r u n .  M o reo v er, the  long­
s tand ing  links w ith b u y e rs  c r e a te s  a  un ified  in te r e s t  th a t  goes beyond 
custom  union o r  ta r i f f  e lim in a tio n .
d) T he P e rfo rm an ce  of th e  B r i t is h  econom y and i t s  e ffe c ts  
A s b u s in e ss  e n te r p r is e s  in  the  m icro  econom ic se n se  o p e ra te  w ithin  an 
o v e ra ll  environm ent of a g g re g a te  econom ic co n d itio n s , so  i t  w as in ev itab le  
th a t the  p erfo rm ance  of th e  B r i t is h  econom y in  the  p e rio d  of o u r 
in v estig a tio n  (1973-1975) had a ffec ted  p o lic ie s ,  d e c is io n s , and p e rfo rm an ces  
of the  B r it is h  firm s a t home and a b ro a d , th is  w ithout tak ing  into accoun t 
the e ffe c t of the g lobal econom y on the  g row th  r a te  of the  in d u s tr ia liz e d  
c o u n tr ie s ,  and hence i t s  e ffec t on w orld  t r a d e .
(*) S ee  * The EEC  C om m ission S ix th  R ep o r t on C om petition policy  ’ , 
E u ro p ean  Community, Ju ly /A u g u s t, 1977.
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It i s  a p p ro p ria te  to  beg in  by concluding  how th e  s tud ied  firm s w e re  
a ffec ted  in  th a t r e s p e c t ,  and then to p ro ceed  w ith the  re la te d  ev id en ce . 
The poor p e rfo rm an ce  of the B r i t is h  econom y' in  th is  p e rio d  had  not 
he lped  the m a n u fa c tu re rs  th a t depended on the home m arket f o r  the  
grow th of th e ir  t ra d e  in  o rd e r  to  have the  r e s o u r c e s  needed  to 
p e n e tra te  the e n la rg e d  m ark e t. Though opposite  to the  above common 
e ffec t, r e c e s s io n  and  d e c re a se  in  demand in  the  home m ark e t, w hich w as 
a fe a tu re  of the  p e rfo rm an ce  of the  UK economy in  1973-1975, re s u lte d  
in  the r e le a s e  of e x is tin g  cap ac ity  in  some f i rm s . T h is  en ab led  re s o u rc e s  
to be sw itched  to  in c re a s e  tr a d e  w ith  EE C  c o u n tr ie s . It w as a lso  due to 
the  e ffec t of the p r ic e  lev e l in te rm s  of the exchange r a te s  th a t made 
ex p o rts  m ore a t t r a c t iv e .
A no ther main fe a tu re  th a t a ffec ted  the  p e rfo rm an ce  of f irm s , w as the 
devaluation  of the  pound s te r lin g  due to  th e  floa ting  r a te  po licy  th a t had 
been  in  operation*  The tra d e  of m ost firm s w as helped  by th is  fa c to r  a s  
i t  made th e ir  e x p o rts  c h e a p e r , though  th is  w as not the c a se  fo r  those  
firm s th a t im ported  m ost of th e ir  ra w  m a te ria ls  o r  com ponents, s in ce  the  
im port b i l l ' had  o ffse t any gains from  e x p o r ts .
Amongst the  most n o ticeab le  fe a tu re s  of the  p e rfo rm an ce  of B r it is h  
economy in  th is  p e r io d , w ere  in fla tio n a ry  w age claim s e sp e c ia lly  in  th e  
y e a r s  1973-1 974, th a t h it B r it is h  in d u s try  a t a  tim e i t  needed  a  healthy  
economic condition a t home a s  a  b a se  fo r  the  p e n e tra tio n  of th e  en la rg ed  
m ark e t. H ow ever, th a t w as not the  c a se  fo r  cap ita l in ten s iv e  u n d e rta k in g s , 
a s  the  w ages elem ent does not c o n s titu te  a  m ajo r co st fa c to r  among the 
o th e r f a c to rs  of p ro d u c tio n s .
(*) Unem ploym ent, r i s in g  p r ic e s  and  the fa il  of the value of the pound. 
F o r  a fu ll accoun t see  B r i t is h  Economy S u rv ey , V ol. 5 , N o s. 
1 , 2 , 3 ,  1975, and V ol. 6 , N o s. 1 , 2 , 3 , 1976, O U P.
(**) Though the  re la x a tio n  in  commodity p r ic e s ,  w orldw ide (73-75) due 
to  the r e c e s s io n  in  the w orld  econom y, has w orked  in  fav o u r of 
some co m pan ies ' im port b i l l s .
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/*)
It w as no t only B rita in  th a t p e rfo rm ed  p o o rly  econom ically  in  th a t p e rio d  '  
bu t th e re  w as an  econom ic c r i s i s  in  a l l  the  EEC  m em ber c o u n tr ie s ,  and 
in  the  w orld  a s  a whole w hich had been t r ig g e re d  by th e  in c re a s e  of the  
o il p r ic e s  in  1973. E m phasis  i s  on h ig h e r  grow th r a t e ,  and  ex p o rt led  
grow th  is  a lw ays a  c e n tra l  po licy  ta rg e t  fo r  any B r it is h  governm ent, 
and the  re la tio n s  betw een th is  and in d u s t r ia l  w e lfa re  a r e  o b v io u s .
A s  the  econom ic d iff icu ltie s  w e re  sh a re d  w ith  a l l  the EE C  c o u n tr ie s ,  w ith  
d if fe re n t w eigh t, the EEC  C o m m is s io n ^ ^ )  p ro p o se d , on Ju n e  24 , 1976, 
ta sk s  fo r  ac tio n  by governm ent and both s id e s  of in d u s try , in  o r d e r  to
ta ck le  th e  econom ic d if f ic u lt ie s . I t  c o n s ti tu te s  ta rg e ts  a s ;  
re s to ra t io n  of fu ll em ploym ent by 1980, a tta inm en t of a  minimum grow th  
r a te  of 4 .5  to 5 ^  from  1976 o n w a rd s , and re d u c tio n  in  in fla tio n  to an  an n u al 
r a te  of 4  to 5?  ̂ betw een 1976 and  1980. T he  p o lic ie s  p ro p o se d  a s  
in s tru m e n ts  to a tta in  th o se  ta rg e ts  inc lu d e  investm en t p o licy , em ploym ent 
po licy  and a n ti- in f la tio n  p o licy .
T h ese  w e re  hopes and in te n tio n s , i t  re m a in s  to  be seen  if they  w o rk , a s  
th e  f r e e  w o rld , the  g lobal m a rk e t, w as in  a  deep  re c e s s io n  and econom ic 
d if f ic u lt ie s . T h is  w as th e  r e a s o n  the  in d u s tr ia l is e d  c o u n tr ie s  he ld  one 
co n fe ren ce  a f te r  a n o th e r , the la s t  of w hich we m entioned a t  the  beginning 
of th is  c h a p te r ,  to poin t the  o b s ta c le s  and fo rm u la te  the re m e d ie s .
(*) S e e  ' The U nited Kingdom Econom y (N IESR ) N ational In s titu te  of 
Econom ic and S o c ia l R e s e a r c h ’ 2nd e d . 1976.
(**) S e e  the re la te d  a rgum ents in  the  l i te r a tu r e  su rv e y  in  C h ap te r  H I.
(■>^*)See E uropean  Com m unities C om m ission, R e f. IS E C /B 2 7 /7 6 , London 
Ju n e  1976 on the E .C .  t r ip a r t i t e  c o n fe re n c e .
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(I t  is  in te rn a tio n a l econom ic' ' th e o ry  and policy  w ith i t s  sub d iv is io n s  
and to o ls , of w hich in te rn a tio n a l t r a d e  is  a  backbone, w hich h as  an 
im pact on e v e ry o n e 's  l ife , a s  i t  invo lves em ploym ent, G N P, and  indeed  
the  w e lfa re  of the n a tio n (s). T h is  decided  th e  in d u s tr ia lis e d  na tions to 
hold  a  tw o-day  econom ic summit on Ju ly  16 and 17, 1978, to  a g re e  on 
a  com prehensive s tra te g y  co v erin g  g row th , em ploym ent, in fla tio n , 
in te rn a tio n a l m onetary  p o licy , e n e rg y , t r a d e ,  and o th e r i s s u e s . '  '
(*) In te rn a tio n a l t r a d e ,  com m ercial p o licy , paym ents and fo re ig n  
exchange, in te rn a tio n a l m onetary  system  and w orld  econom ic 
g row th . S ee  Ingo W alter, In te rn a tio n a l E conom ics, T h eo ry  and 
P o licy , R onald P r e s s  1968, and C . P .  K in d le b e rg e r , F o re ig n  
T rad e  and th e  N ational Econom y, Y ale U n iv e rs ity  P r e s s ,  1967. 
The b a s ic  h ypo thesis  l ie s  in  the in te rd ep en d en ce  of w o rld  economy 
w here  th e  s ta te  v o lu n ta rily  re lin q u ish e s  i ts  pow er of independent 
ac tion  by i t s  p a r tn e r s  in  a  num ber of f ie ld s  w h ere  the  gains 
from  in te rn a tio n a l co o p era tio n  outw eigh the lo s s  of ab so lu te  
autonom y.
A s a governm ent policy  aim ed a t prom oting grow th by in c re a s in g  
the to ta l exp en d itu re  of i t s  c itiz e n s  could w ell th w art the  policy  
of an o th e r governm ent a ttem pting  to  s ta b iliz e  p r ic e s  by re d u c in g  
ex p en d itu re . T h e re fo re  governm ents in  the dilemma of ach iev ing  
a  low r a te  of in fla tion  and a fu ll employment s itu a tio n  nationally  
and m aintain ing an e q u ilib ria  b a lance  of paym ents, a r e  obliged to 
co o rd in a te  th e ir  p o lic ie s . The p o ss ib ility  of th is  co o rd in a tio n , 
w hich looks m ore and m ore in e v ita b le , c le a r ly  a ffe c ts  the  econom ic 
policy  of a  co u n try , w hich in  tu rn  a ffe c ts  the  com ponents of tha t 
econom y, and what is  m ore im portan t to  i t  o th e r than  the  in d u s tr ia l 
s e c to r .
(**) Bonn Summit: tex t of d e c la ra tio n . T he T im es, London,
T uesday  Ju ly  18, 1978.
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It is  the in te r re la t io n  and the compound e ffe c ts  of B r i ta in ’s econom ic 
p erfo rm an ce; th e  econom ic perfo rm an ce  of the block of n a tio n s  she 
belongs to ; the E E C ; and the w orld  econom ic co n d itio n s; th a t a t the 
end of the day a ffec t th e  perfo rm an ce  of a  B r it is h  m u ltina tional firm  
o p e ra tin g  in  the E E C  a n d /o r  anyw here  in th e  w o rld , and  in d eed  affec t 
the  p erfo rm ance  of a  tiny  company in , s ay , the M idlands o r  S ou th  W ales.
What we a re  try in g  to  in d ica te  is  tha t b e n e f its , in  te rm s  of in c re a s in g  
tra d e  and exp lo iting  th e  opportun ity  o ffered  by a  m arke t five  tim es the 
s iz e  of B r ita in , have been  e x p e rien ced  by some stud ied  f i r m s . '
H ow ever, a s  s ta te d  b e fo re , w hile B r i ta in 's  m em bership  co in c id ed  w ith 
slump in  w orld  t r a d e ,  a  huge in c re a s e  in the p r ic e  of o il , a  high r a te  of 
in fla tio n  and in c re a s in g  num bers of unem ployed, it  w as d ifficu lt fo r  
firm s to  iso la te  th o se  fa c to rs  in  o rd e r  to m easu re  th e  n e t e ffec t of 
jo in ing  the  Community and any im pow ered p e n e tra tio n  of the  m a rk e t.
F in a lly , given th e  c irc u m sta n c e s  th a t had em erged  to  a ffec t the  level 
of p r ic e s ,  th e  a s p ira t io n  th a t ex is ted  in  the  tim e of B r i t is h  e n try  had 
been  f r u s t r a te d  p a r tly  by e v e n ts , p a r t ly  by poor p e rfo rm an c e , and 
possibly by a c tio n s  designed  to o ffse t the a d v e rse  e ffec ts  ex p erien ced  
th rough  th e  ba lan ce  of paym ent, follow ing m em bersh ip .
H ow ever, the  re a l iz a t io n  of such  a sp ira tio n s  re a lly  w ill have to  come to 
the  b a s ic s ,  in  tha t in c re a s e d  tr a d e  ru n s  p a ra l le l  w ith im proved in d u s tr ia l 
p e rfo rm an ce , in c re a s e d  p ro d u c tiv ity  and in c re a s e d  ou tpu t.
(*) We ought to rem em ber in  th a t co n tex t, the o th e r  in te rn a l fa c to rs
in s id e  the  f irm , th a t prom oted the tra d e  of those  firm s ir r e s p e c t iv e  
of the n a tio n a l o r  w orld  econom ic p e rfo rm an ce , exam ples of w hich 
w ere  d ea lt w ith in  the a n a ly s is  in  C h ap ter V , VI and in the  
beginning of th is  c h a p te r .
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A PPENDIX
A PPEN D IX  I : T a b le s  u sed  to  com pare ”
in th e  " te t r a  c h o ric h o ric  
c o r re la t io n ” s ta t is t ic a l  
method a s  r e g a r d s  Q6 and Q7 
in p rim ary  su rv e y .
(i)
I/A  The E n tire  P opu la tion  Q6
Yes No T o ta l P ro p o rtio n
Y es 83 18 101 .687
Q7 (a) (b) (p)
No 12 34 46 .3 1 3(c) (d) (q)
T o ta l 95 52 147 1 .0 0 0








1 + J 1 3 . I 2 6
/  180° \  
\  1 + 3 .623  )
(  180° ^




I /B .  L a r g e - s iz e  firm s Q . 6
Y es No T otal P ro p o rtio n
Y es 17 2 19 .731
0 . 7 (a) (b) (P)
No 1 6 7 .269
(c) (d) (q)
T otal 18 8 26 1 .000
P ro p o rtio n .6 9 2 .3 0 8 1 .000
(P ’) (q’)





I /C  M edium -size firm s Q6
Y es No T ota l P ro p o rtio n
Y es 23 3 26 .765
(a) (b) (P)
No 1 7 8 .235(c) (d) (q)
T o tal 24 10 34 1 .000
P ro p o rtio n .706 .2 9 4 1 .000
(P ') (q’)






I /D  S m a ll- s iz e  firm s Q6
Y es No T o ta l P ro p o rtio n
Yes 43 13 56 . .6 4 4
(a) (b) (p)
No 10 21 31 .356
(c) (d) (q)
T otal 53 34 87 1 .0 0 0
P ro p o rtio n . .6 0 9 .391 1 .000
(P ’) (q')





A PPENDIX II : T rad e  p e rfo rm ance  by sec tio n s  and
d iv is io n s  a cc o rd in g  to  SIT C  th a t 
showed in c re a s e d  tra d e  in  the 
p e rio d  1973-1975.
(i)
{*)S ec tio n  5 : C hem icals
C hem ical e lem en ts and  com pounds (D ivision  51 )
1970 1971 1972 1973 1974 1975
£000 (9 months)
( 6 2 ,0 3 6  7 4 ,0 1 3  81 ,529  153,785 376 ,630  211 ,678
E E C  \ f ‘> f ” f ” 'f '
( 100 1 1 9 .3 0  1 3 1 .4 2  247 .90  607 .12  3 4 1 .22
( 210 ,340  231,611 254 ,278  364 ,482  733 ,556  4 6 3 ,830
T o ta l (
T ra d e  ( 9 ^  ^  ^  9̂  % 9̂
D.51 (
( 100 110.11 120 .89  173 .28  348 .75  220.51
^  G rand  100 7 9 .3 5  9 0 .4 9  229 .79  314 .05  2 5 5 .48
T o ta l
S o u rce :
(*) O v e rse a s  T ra d e  S ta t i s t ic s .
(ii)
D yein g , Tanning and C olouring M ateria ls (D iv is io n  53)
(
E E C  (
■ (
T o ta l / 
T ra d e  / 
D .53  >
1970 1971 1972
£000
1973 1974 1975 
(9 m onths)
15 ,624 17,073 2 4 ,114 38 ,627 54,622 34,933
io io io io io io
100 109 .27 154 .34 247 .23 349 .60 223.59
81 ,477 88,656 105,961 140 ,490 213,829 147,196
1o io io io io io
100 108.81 130.05 172 .43 262 .44 180.66
%
100 79 .35 90 .4 9 229.79 314.05 255 .48
T otal
( iii)
M edicinal and P harm aceutical P ro d u cts  (D iv ision  54)
1970 1971 1972 1973 1974 1975
£000 (9 months)
E E C
27 ,270  29 ,455 35 ,643  6 2 ,207  87 ,077  74 ,136
% ^  ^  % 
100 108.01 130 .270  228 .12  319.31 271 .86
T o ta l
T ra d e
D .5 4
139,751 168,442 180 ,759 221 ,202  301,571 227,633
io  io i  io  io
100 120 .53  129 .34  158 .28  216 .07  162 .88
79 ,35  9 0 .4 9  229 .79  314 .05  255 .48
(iv)
E s s e n tia l  o ils  and perfum e m a te r ia ls , to i le t ,  po lish ing  and c lean in g  
p re p a ra t io n s  (D ivision 55)
1970 1971 1972
£000




E E C  ( 
( 
(
11 ,110 12 ,377 15 ,197 26 ,957 42 ,832 40 ,057
io io io io io io
100 111.40 136.79 242 .64 385.53 360.55
(
T o ta l ( 
T ra d e  ( 




















% G rand  
T o ta l 100 79 .35 90 .4 9 229 .79 314.05 255 .48
( v )
F e r t i l i s e r s ,  M anufactured (D iv is ion  56)
T o ta l ( 
T ra d e  ( 




1973 1974 1975 
(9 months)
371 288 1,151 10 ,517 27,239 22 ,544
io io io io io io
100 77 .63 310 .24 2834.77 7342.05 6076.55
4 ,785 3 ,628 6 ,9 8 7 14,752 45,661 46 ,798
io io io io io io
100 76 .25 146.01 308 .30 954.25 978.01
100 7 9 .35 90 .4 9 229.79 314.05 255.48
(vi)
P la s tic  M a te ria ls , re g e n e ra te d  c e llu lo se  and a r t i f ic ia l  r e s in s  
(D ivision 58)
1970 1971 1972 1973 1974 1975
£000 (9 months)
( 22 ,044  25 ,835  29,551 68 ,973  109 ,250  81,605
E E C  ( % % i  io  io  io
(
( 100 117 .20  134 .05  312 .72  495 .60  370.19
( 143 ,747  159 ,978  176,381 225 ,227  366 ,808  250,877
T o ta l (
T ra d e  ( % i  io  io  i  io
D .58  (
( 100 111 .29  122 .70  156.68  255 .18  174.53
io  G rand 
T o ta l 100 79 .35  90 .49  229 .79  314.05  255.48
(v ii)
S ec tio n  6 : M anufactured goods c la s s if ie d  ch ie fly  by m ater ia ls
Wood and co rk  m anufactured  (excluding fu rn itu re )  (D ivision 63)
EE C  ( io
T o ta l (
T ra d e  ( 




1973 1974 1975 
(9 months)
2 ,803 2,991 3 ,138 7 ,4 7 2 11,362 8 ,557
io io io io io
100 106.71 111.95 2 66 .57 405 .35 305 .28
1 ,197 1 1 ,770 11,412 15 ,508 25,273 20,983
io io io io io io
100 105.12 , 101 .92 138 .50 225.71 187 .40
100 79 .35 90 .49 229.79 314.05 255.48
(v iii)




1973 1974 1975 
(9 m onths)
17 ,618 19 ,950 27,345 52,699 77 ,202 57 ,106
io io io io io io
100 113 .24 155.21 299 .12 438 .20 324 .134
89 ,228 97 ,529 101,743 128,749 199,292 150 ,859
io io io io io
100 109 .30 114 .02 144.29 223.35 169 .07
100 97 .35 9 0 .49 229 .79 314.05 255 .48
(ix)
T ex tile  y a rn , fa b r ic s ,  m ade-up  a r t ic le s  and re la te d  p ro d u c ts  
(D ivision 65)
1970 1971 1972 1973 1974 1975
£000 (9 months)
( 58 ,154  60 ,384  6 9 ,368  175 ,770  219 ,576 163 ,114
EEC (  i  i  io  io  io  io
(
( 100 103.83  1 1 9 .28  302 .25  377 .58  280 .48
( 396,832 425 ,825  445 ,416  589,569 745 ,783  500,962
T o ta l (
T ra d e  ( ^  i  io  io  io  io
D .65  (
( 100 107.31 1 1 2 .2 4  148 .57  1 8 7 .94  1 2 6 .24
io  Grand
T ota l 100 7 9 .3 5  9 0 .4 9  2 2 9 .7 9  3 1 4 .0 5  2 5 5 .4 8
(x)
S ec tio n  7: M achinery and T ra n s p o r t  Equipm ent
M achinery , o th e r  than  e le c tr ic  (D iv ision  71)
1970 1971 1972 1973 1974 1975
€000 (9 months)
EEC
381,722  432 ,072  4 8 9 ,9 8 4  706 ,275  902 ,026  816,699
9G 96 9̂
100 113 .18  1 2 8 .36  185 .02  236 .30  213 .95
T o tal
T ra d e
D.71
1 ,6 4 2 ,3 7 6  1 ,9 4 4 ,9 3 0  2 ,0 5 4 ,1 1 6  1 ,4 1 2 ,9 8 0  3 ,0 8 1 ,3 2 8  3 ,0 9 2 ,4 4 3  
i  io io  io  io  io
100 118 .42  1 2 5 .0 7  146 .92  187.61 188 .29
io  Grand
T otal 1 0 0 7 9 .3 5  9 0 .4 9  2 2 9 .7 9  3 1 4 .0 5  2 5 5 .4 8
(xi)
E le c tr ic a l m achinery , ap p aratu s, and ap p lia n ces  (D iv ision  72)
EE C
1970 1971 1972 1973 1974 1975
£000 (9 m onths)
( 114,073 122,095 131 ,860  233,242 338 ,247  293,996
( 96 96 96 io  io  io
(
( 114,073 107.03  1 1 5 .5 9  204 .47  296.51 257.73
( = 100
( 5 79 ,052  647 ,657  661,749 807 ,287  1 ,1 3 1 ,6 8 2  1 ,1 1 4 ,5 3 3
T o ta l (
T rad e  ( 9̂  i . io  io  io  io
D .72 (
( 100 111 .85  114 .28  139 .42  195 .43  192.48
100 7 9 .3 5  9 0 .4 9  2 2 9 .7 9  3 1 4 .0 5  2 5 5 .4 8
(x ii)
T ran sp ort Equipment (D iv ision  73)
1970 1971 1972 1973 1974 1975
£000  (9 m onths)
( 206 ,535  246,833  282 ,700  451 ,139  506,049 4 8 1 ,664
(
E E C  ( 9 6  96 96 96 96 96
(
( 100 119.51  136 .88  218 .43  245.01 233.21
( 1 ,0 7 9 ,7 8 9  1 ,2 7 2 ,5 8 5  1 ,2 9 9 ,5 8 2  1 ,5 5 4 ,8 1 7  1 ,8 3 9 ,2 4 4  1 ,7 9 4 ,5 2 8
T o ta l (
T ra d e  { i  i  i  i  9̂  9&
D .7 3  (
( 100 117.85  120 .36  1 4 3 .9 9 . 170 .33  166 .19
^  Grand ig o  7 9 .3 5  9 0 .4 9  2 2 9 ,7 9  3 1 4 .0 5  2 5 5 .4 81 otai
(x iii)
S e c tio n  8: M isce llan eou s M anufactured a r t ic le s
F u rn itu re  (D ivision  82)
1970 1971 1972 1973 1974 1975
£000 (9 months)
( 6 ,5 1 7  7 ,8 2 6  10 ,085  17 ,650  25 ,992  25 ,014
E E C  ( i  i  fo  i  i  fo
(
( 100 120 .09  154.75  270 .83  398 .83  383.83
( 25 ,328  30 ,197  35 ,026  44,181 69 ,512  69 ,696
T o ta l (
t ra d e  { i  i  io
D .82 (
( 100 119.22  138 .29  1 7 4 .4 4  274.45 275.17
T otaT ” '̂  100 7 9 .3 5  9 0 .4 9  2 2 9 .7 9  3 1 4 .0 5  2 5 5 .4 8
(xiv)
C lothing (D iv ision  84)
1970 1971 1972 1973 1974 1975
£000 (9 months)
( 21 ,707  2 1 ,6 5 8  26 ,665  66 ,533  87 ,523  71,541
(
EEC ( io  io  io  io  io  io
(
( 100 9 9 .7 7  1 2 2 .8 4  306 .50  403 .20  329 .58
( 123,116 129,485 144 ,327  179,575 230 ,017  182,387
T o ta l (
T ra d e  ( 9̂  i  io  i  io  io
D .8 4  (
( 100 105 .17  117 .23  145 .86  186 .82  148 .14
T o?af^ ^  100 7 9 .3 5  9 0 .4 9  2 2 9 .7 9  3 1 4 .0 5  2 5 5 .4 8
(xv)
F ootw ear (D iv ision  83)
1970 1971 1972 1973 1974 1975
£000 (9 m onths)
( 1 ,695  1 ,8 6 3  2 ,5 4 9  11 ,810  16 ,065  11 ,885
EEC { fo  i  i  fo  io  io
(
( 100 109.91 150 .38  696 .76  947 .79  701 .18
( 35,511 3 6 ,334  32 ,265  35 ,555 47 ,315  37 ,152
T o ta l (
T ra d e  ( 9 ^  io  i  i  io  io
D .85  (
( 100 102 .32  90 .8 5  100 .12  133 .24  104 .62
io  Grand
T ota l 100 7 9 .3 5  9 0 .4 9  2 2 9 ,7 9  3 1 4 .0 5  2 5 5 .4 8
A PPENDIX III : L is t  of f irm s in te rv iew ed  a s
C ase  S tu d ies
(i)
S e r ia l



















R eed G roup, ’’P a p e r  D iv is io n ” , R eed P a p e r  and 
B oard  (UK) L t d , , A y le sfo rd , K ent,
Dexion-Com ino In te rn a tio n a l, Wembley,
M iddlesex, (H .O .)
B r is to l  Engine D iv ision , R o lls -R o y ce  (1971 ) L t d , , 
F il to n , B r is to l ,
M ars L t d , , S lough , B e rk s .
W orthington-S im pson L t d . , N ew ark , N otts
SK F (UK) L td . ,  L uton , B e d fo rd sh ire .
Jam es C la rk e  & E aton  L t d , , B ra c k n e ll, B e rk s .
F e ro d o  L td , S to c k p o rt, C h e sh ire .
The A sso c ia ted  O ctel Company L t d . , London. (H .O )
In te rn a tio n a l R e c t i f ie r s ,  O xted, S u r r e y .
D .R .G . F le x ib le  P ack ag in g , B r is to l .
C om pair In d u s tr ia l L t d . , S lough , B e rk s ,
Bendix W estinghouse L t d . , B r is to l .
R anco C o n tro ls , P lym outh, D evon.
CAM G e a rs  L td . (H itch in), H itch in , H e r ts .
The G ala C osm etic G roup , S u rb ito n , S u r re y .
Foden  L t d . , S an d b ach , C h e sh ire .
Welton B ags C o. L td . , MLdsomer N orton , B a th ,
R edcliff In k s , Y ate , B r is to l .
P a so ld s  L td . ,  L an g ley , B e rk s ,
T o o ta l, ’’F a b r ic  D iv is io n ” , M an ch este r.
(*) T h ese  s e r ia l  num bers d iffe r from  the  re fe re n c e  num bers given to 
the C ase  S tu d ie s  fo r  u se  in  the  ta b le s  in  C h ap te rs  V , VI an d  VIII. 
The l i s t  of th e se  re fe re n c e  num bers is  in  Appendix I in  V o l. 2 ,
APPENDIX IV : L is t of p ro d u c ts  in  each  in d u s try
sec tio n  and  th e  r e la t iv e  SITC#
(i)
A . C hem icals
SIT C  D escr ip tio n
512.1  H yd ro carb o n s and th e ir  ha lo g en a ted , su lfona ted , n itra te d  
o r  n i t r o sa ted  d e r iv a t iv e s .
5 1 2 . 2  A lco h o ls, ph en o ls , p h e n o l-a lc o h o ls , g ly c e r in e ,
5 1 2 . 3  E th e r s ,  ep o x id es , a c e ta ls ,
5 1 2 . 4  A ld eh y d e-, k e to n e - and  qu inone-function  com pounds,
5 1 2 .5  A cids and th e ir  h a lo g en a ted , su lphonated , n itra te d  o r  
n itro sa te d  d e riv a tiv e s  ( ’ O rganic  a c id s  ' )
5 1 2 . 7  N itro g en -fu n c tio n  com pounds,
5 1 2 . 8  O rg an o -in o rg an ic  and h e te ro c y c lic  com pounds,
5 1 3 . 2  O ther chem ical e lem en ts  such  a s  c h lo r in e , o th e r  h a lo g en s, 
su lp h u r, e tc .
5 1 3 . 3  Ino rgan ic  a c id s  and oxygen compounds of n o n -m eta ls  o r 
m eta llo ids
5 1 3 .5  M etallic o x id es, of k inds p rin c ip a lly  u sed  in  p a in ts
5 1 3 . 6  O ther in o rg an ic  b a se s  and  m eta llic  ox ides
5 1 4 .2  O ther m eta llic  s a lts  and  p e ro x y sa lts  of in o rg an ic  a c id s  (I)
5 1 4 .3  O ther m eta llic  s a l ts  and  peroxy  s a l ts  of in o rg an ic  a c id s  (II)
5 1 4 .9  O ther in o rg an ic  chem icals  such a s  liqu id  a i r ,  hydrogen 
p e ro x id e s , p h o sp h id es , e tc .
521 M ineral t a r  and c ru d e  chem icals from  c o a l, pe tro leum
and n a tu ra l g a s .
5 3 1 . 0  S y n the tic  o rg an ic  dye s tu f f s , n a tu ra l  indigo and co lo u r la k es
532 Dyeing and tanning  e x t r a c ts ,  and  sy n th e tic  tann ing  m a te ria ls
533.1  O ther co lo u rin g  m a te ria ls
533 .2  P r in tin g  inks
533 .3  P re p a re d  p a in ts , en am els , la c q u e rs ,  v a rn is h e s , e tc .
5 4 1 ,1 V itam ins and p rov itam ins
541 ,3  P e n ic illin , s trep to m y c in , ty ro c id in e  and o th e r a n tib io tic s ,
5 4 1 .7  M edicam ents,
(ii)
SITC D escr ip tio n
551 E s s e n tia l  o i ls ,  perfum e and  flav o u r m a te r ia ls
553 .0  P e rfu m ery  and co sm e tic s , d e n tif r ic e s  and o th e r to ile t 
p re p a ra t io n s
554.1 S oaps
554 .2  S u r fa c e -a c tin g  ag en ts  and w ashing p re p a ra t io n s  ( ’D e te rg e n ts ’)
561.1 N itrogenous f e r t i l iz e r s  and n itro g en o u s f e r t i l i z e r  m a te r ia ls
561 .2  P h o sp h a tic  f e r t i l iz e r s  and phosphatic  f e r t i l i z e r  m a te r ia ls
561.3  P o ta s s ic  f e r t i l iz e r s  and p o ta ss ic  f e r t i l i z e r  m a te r ia ls
571 E x p lo siv e s  and py ro tech n ic  p ro d u c ts
581.1 P ro d u c ts  of co n d ensa tion , po lycondensation  and polyaddition  
( ’ C ondensation  p ro d u c ts  ’ )
581 .2  P ro d u c ts  of po lym eriza tion  and copo lym eriza tion  ( ’P o ly m e rs ’)
581.3  R eg e n e ra ted  C e llu lo se , chem ical d e r iv a tiv e s  of c e llu lo se  
and' v u lcan ised  f ib re
581,9  O ther a r t i f ic ia l  r e s in s  and  p la s tic  m a te r ia ls
5 9 9 ,2 -  In s e c tic id e s ,  fu n g ic id es, e tc ,
599.5  S ta rc h e s ,  in u lin , g lu ten ; album inoidal su b s ta n c e s ; g lues
599 .7  O ther o rg an ic  chem ical p ro d u c ts  such a s  w ax es , g ra p h ite ,
e tc .
(iii)
B , M anufacture of L eather
S IT C  D esc rip tio n
6 1 1 .3  Calf L e a th e r
6 1 1 .4  L e a th e r  of o th e r  bovine c a tt le  and equine le a th e r  ( ’Cow h id e ’)
6 1 1 .9  L e a th e r  of sh eep , g o a ts , e tc .  ( ’O ther le a th e r  ’)
61 2 M anufactures of le a th e r  o r  of a r t i f ic ia l  o r  re c o n s titu te d
le a th e r
6 1 3 .0  F u r  sk in s , tanned  o r  d re s s e d  inc lud ing  dyed
6 2 1 .0  M ate ria ls  of ru b b e r
629.1 R ubber ty r e s  and tubes fo r  v e h ic le s  and a i r c r a f t
631.1 V en ee r sh ee ts
6 3 1 .2  Plyw ood includ ing  v e n ee re d  p an e ls
6 3 2 .4  B u ild e r s ’ w oodw ork and p re fa b r ic a te d  bu ild ings of wood
641.1 N ew sprin t p a p e r
641 ,2  O ther p rin tin g  and w ritin g  p a p e r in  r o l l s  o r  sh ee ts
6 4 1 .3  K raft p a p e r and k ra f t p a p e rb o a rd
6 41 .5  M achine-m ade p a p e r and p a p e rb o a rd , simply fin ish ed , in 
r o l l s  o r sh ee ts
641 ,6  F ib re b o a rd s  and o th e r building b o a rd s  of wood pulp o r  of
vegetab le  f ib re s
6 4 1 .9  O ther p a p e r and p a p e rb o a rd  in  r o l l s  o r  sh ee ts
642.1 P a p e r  b ag s , p a p e rb o a rd  boxes and o th e r  c o n ta in e rs  of 
p a p e r o r  p a p e rb o a rd
6 4 2 .9  A r tic le s  of p a p e r pu lp , p a p e r o r  p a p e rb o a rd , n , e , s .
6 6 1 .2  Cement
662 C lay c o n stru c tio n  m a te ria ls  and re f ra c to iy c o n s tru c tio n  
m a te ria ls  ( ’B ric k s  and t i l e s ’)
663 O ther m in era l m anufactu res
6 6 4 .3  Drawn o r  blown g la s s ,  unw orked , in  re c ta n g le s
6 6 4 .4  C as t, ro l le d ,  draw n o r  blown g la ss  in  r e c ta n g le s , su rface  
ground o r  po lish ed  but not fu r th e r  w orked
(iv)
SITC  D escr ip tio n
665.1 C arb o y s, b o tt le s , j a r s ,  f la sk s  and s im ila r  g la ss  c o n ta in e rs
6 6 5 .2  T ab lew are  and  o th e r household  a r t i c le s  of g la ss
6 6 5 .8  O ther a r t ic le s  made of g la ss
6 6 6 ,4  P o rc e la in  o r  ch ina household  w are
6 6 7 .2  Diamonds (o th e r than  in d u s tr ia l  diam onds) not s e t o r  s tru n g
8 2 1 .0  F u rn itu re
8 3 1 .0  T ra v e l goods, handbags, and s im ila r  a r t ic le s
8 4 1 .3  A pparel and c lo th ing  a c c e s s o r ie s  of le a th e r
8 5 1 .0  F o o tw ear
(v)
C . T e x tile  and Clothing
S IT C  D esc rip tio n
6 5 1 .2  Y arn  of wool and anim al h a ir
651 ,3  Cotton y a rn  and th re a d , g re y , not m e rc e r iz e d  o r  put up
fo r  r e ta i l  sa le
6 5 1 .4  Cotton y a rn  and th re a d , b leach ed , dyed , m e rc e r iz e d , e tc ,
6 5 1 .5  Y arn  and th re a d  of f la x , ram ie  and t ru e  hemp
651 .6  Y arn  and th re a d  of syn thetic  f ib re s
6 5 1 .7  Y arn  and th re a d  of re g e n e ra te d  (a r tif ic ia l)  f ib re s
652.1  C otton fa b r ic s ,  w oven, g re y , not m e rc e r iz e d
6 5 2 .2  Cotton fa b r ic s ,  w oven, o th e r  th an  g rey
653,1 S ilk  f a b r ic s ,  woven
653. 2 W oollen fa b r ic s ,  woven (including fa b r ic s  of fine  h a ir )
6 5 3 .3  L inen , ram ie  and tru e  hemp f a b r ic s ,  woven
6 5 3 .4  Ju te  fa b r ic s  woven
6 5 3 .5  F a b r ic s ,  w oven, of sy n thetic  f ib r e s
6 5 3 .6  F a b r ic s ,  w oven, of re g e n e ra te d  (a r t i f ic ia l  f ib re s )
6 5 3 .7  K nitted  o r  c ro c h e te d  f a b r ic s ,  not e la s tic  n o r ru b b e r iz e d
6 5 4 .0  T u lle , la c e , em b ro id e ry , r ib b o n s , trim m ings and o th e r
sm all w a re s
6 5 5 ,4  C oated o r  im pregnated  te x tile  fa b r ic s  and  p ro d u c ts , n . e . s
6 5 5 .6  C o rd ag e , c a b le s , r o p e s ,  tw in es  and m an ufactu res  th e re o f
6 5 5 .8  W adding, w icks and te x tile  fa b r ic s  fo r  u se  in  m achinery  
o r  p lan t
656.1 B ags and sac k s  of te x tile  m a te r ia ls
6 5 6 .2  T a rp a u lin s , te n ts ,  aw nings, s a i l s ,  o th e r m ade-up  can v as  
goods
6 5 6 .6  B lan k e ts , tra v e llin g  ru g s  and  c o v e r le ts
6 5 6 .9  O ther m ade-up a r t ic le s  of te x tile  m a te r ia ls
657*4 Linoleum  and s im ila r  flo o r co v erin g s
(vi)
SITC D escr ip tio n
65 7 .5  C a rp e ts , c a rp e tin g  and r u g s , knotted
657 .6  O ther c a r p e ts ,  c a rp e tin g  and ru g s
841 ,1 C lothing of te x tile  f a b r ic ,  not k n itted  o r  c ro c h e te d
( ’ Clothing exclud ing  k n itw ear ’ )
841 ,2  C lothing a c c e s s o r ie s  of te x tile  f a b r ic ,  not k n itted  o r  c ro ch e ted
8 4 1 .4  C lothing and a c c e s s o r ie s ,  k n itted  o r c ro c h e te d  ( ’K n itw e a r ')
841 •5 H ead g ear
(v ii)
D . Iron and S te e l
S IT C  D escr ip tio n
671 o 2 P ig  iro n  (including c a s t iro n )
6 7 1 .4  F e rro -m a n g a n e se
671 • 5 O ther f e r ro - a l lo y s
6 7 2 .3  Ingots of iro n  o r  s te e l
6 7 2 .5  B loom s, b i l le ts ,  s la b s , sh ee t b a r s  and ro u g h ly  fo rg ed  
p ie ce s  of iro n  and  s te e l
6 7 2 .7  Iro n  o r  s te e l c o ils  fo r  r e - ro l l in g
673.1  W ire ro d  of iro n  o r  s te e l
6 7 3 .2  B a rs  and ro d s  of iro n  o r  s te e l ; hollow  mining d r i l l  s te e l
6 7 3 .4  A n g les, sh ap es  and s e c tio n s , 80mm o r  m ore , and  sh ee t 
p iling  of iro n  o r  s te e l
6 7 3 .5  A n g les, sh ap es  and s e c tio n s , le s s  than  80mm, of i ro n  o r  s te e l
674.1  U n iv e rse ls  and  heavy p la te s  and s h e e ts ,  m ore than  4.75mm 
in  th ick n ess
6 7 4 .2  Medium p la te s  and  s h e e ts , 3mm to 4.75m m  in  th ic k n e ss
6 7 4 .3  P la te s  and s h e e ts , l e s s  than  3mm in  th ic k n e ss , uncoated  
( ’ Thin uncoated  p la te s  ’ )
6 7 4 .7  T inned p la te s  and sh ee ts
6 7 4 .8  P la te s  and s h e e ts , l e s s  than 3mm in  th ic k n e ss , coated
(excluding tin n ed  p la te s  o r s h e e ts ) ( ’Thin coated  p la te s ’)
6 7 5 .0  Hoop and s t r ip  of iro n  o r s te e l
676 R a ils  and ra ilw a y  tra c k  c o n s tru c tio n  m a te ria l of iro n  o r  s te e l
6 7 7 .0  Iro n  and s te e l w ire  (excluding w ire  ro d )
678.1 T ubes and  p ip es  of c a s t iro n
6 7 8 .2  T ubes and p ip es  of iro n  o r  s te e l ,  seam less
678 .3  T ubes and p ip es  of iro n  o r  s te e l , w elded , c lin ch ed , e tc ,
6 7 8 .4  High p r e s s u r e  h y d ro -e le c tr ic  conduits  of s te e l
678 .5  Tube and pipe fittin g s  of iro n  o r  s te e l
679 Iro n  and s te e l cas tin g s  and fo rg in g , unw orked, n . e . s .
(v iii)
E , N o n -F e rro u s  M etal
S IT C  D esc rip tio n
681.1 S ilv e r ,  unw orked o r p a r tly  w orked
6 8 1 .2  P latinum  and o th e r m etals  of th e  platinum  group unw orked 
o r  p a r tly  w orked
682.1 C opper and a llo y s , w hether o r  not re f in e d , unw rought
6 8 2 .2  C opper and a llo y s  of c o p p e r , w orked
683.1 N ickel and n ickel a llo y s , unw rought
683 .2  N ickel and n ick e l a l lo y s , w o rk ed
684.1 Aluminium and aluminium a llo y s , unw rought
684 .2  Aluminium and aluminium a llo y s , w o rk ed
685.1 L ead  and lead  a l lo y s , unw rought
6 8 5 .2  L ead  and  le ad  a llo y s , w orked
686.1 Z inc  and zinc a llo y s , unw rought
686 .2  Z inc and z inc  a llo y s , w orked
687.1 Tin and tin  a llo y s , unw rought
689 M iscellaneous n o n -fe rro u s  b a se  m etals em ployed in
m eta llu rgy
691.1 F in ish e d  s tru c tu ra l  p a r ts  and s t ru c tu re s  of iro n  o r  s te e l
692.1 T an k s , v a ts  and r e s e r v o i r s  fo r  s to ra g e  o r  m anufacturing  use
693.1 Wire c a b le s , r o p e s ,  p la ited  b an d s, s lin g s  and s im ila r  
a r t i c l e s ,  not in su la ted
694.1 N a ils , ta c k s ,  s ta p le s ,  s p ik e s , e tc ,
694 .2  N u ts , b o lts , s c re w s , r iv e t s ,  w a s h e rs ,  e tc ,
695.2  O ther to o ls  fo r  u se  in  the hand o r  in  m achines
696.0  C u tle ry
697.1 D om estic s to v e s , b o ile r s ,  c o o k e rs , o v en s, space  h e a te rs  
n . e . s .
697 .2  Dom estic u te n s ils  of b a se  m etal
698 M anufactures of m etal such a s  lo c k sm ith s ' w a re s ,  s a fe s ,
chain , a n c h o rs , p ins and n e e d le s , s p r in g s , e tc .
(ix)
F .  M echanical E ng in eer in g
SITC  D esc rip tio n
7 1 1 .3  Steam  eng ines and  tu rb in e s
7 1 1 .4  A irc ra f t  eng ines including  je t  p ro p u ls io n  eng ines
711 .5  In te rn a l com bustion e n g in es , o th e r than  fo r a i r c r a f t
712.1 A g ric u ltu ra l m achinery  and ap p lian ces  fo r  p re p a rin g  
and cu ltiv a tin g  so il
7 1 2 .2  A g ric u ltu ra l m achinery  and ap p lian ces  fo r  h a rv e s tin g , 
th re sh in g  and  so rtin g  ( * H a rv e s te r s  ' )
712 .5  T r a c to r s ,  o th e r than  ro a d  t r a c to r s  fo r  t r a c to r - t r a i l e r  
com binations
714.1 . T y p e w rite rs  and ch eq u e -w ritin g  m achines
714 .2  C alcu la ting  m ach ines, accoun ting  m achines and s im ila r 
m achines in c o rp o ra tin g  a  c a lcu la tin g  dev ice
7 1 4 .3  S ta t is t ic a l  m ach ines, e ,g ,  ca lcu la tin g  from  punched 
c a rd s  o r  tape
7 1 4 ,9  O ther office  m achinery  such  a s  dup lica ting  and a d d re ss in g
m ach ines, e tc ,  and office m achinery  p a r ts
715.1  M ach ine-too ls fo r  w ork ing  m etals
71 5*2 Metal w ork ing  m ach in ery , o th e r than  m ach in e-to o ls
717.1  T ex tile  m achinery
717 .2  M achinery fo r  p re p a r in g , tann ing  o r  w ork ing  h id e s , sk in s 
o r  le a th e r
7 1 7 . 3  Sew ing m achines
718.1 P a p e r  m ill and pulp mill m achinery  and  o th e r  m achinery  
fo r  th e  m anufacture  of p a p e r  a r t ic le s
71 8 ,2  P r in tin g  and  bookbinding m achinery
718 .3  F o o d -p ro c e ss in g  m achines (excluding  dom estic)
71 8 .4  C o n stru c tio n  and mining m achinery  su ch  a s  ro a d  r o l l e r s ,
excav a tin g , lev e llin g , b o rin g , e tc , m ach inery
71 8 .5  M ineral c ru sh in g , so r tin g  and m oulding m ach inery ; 
g la ss  w ork ing  m achinery
719.1  H eating  and cooling equipm ent
(x)
SITC  D escr ip tio n
7 1 9 . 2  Pum ps and cen tr ifu g e s
719*3 M echanical handling equipm ent
719*4  D om estic ap p lian ces  (n o n -e le c tr ic a l)
719*5 O ther p o w ered -to o ls  such  a s  m ach in e-to o ls  fo r  w orking
m in e ra ls , w ood, p la s t ic s ,  e tc .
71 9*6 O ther n o n -e le c tr ic a l  m achines such  a s  ca len d e rin g
m ach in es , w eighing m ach in e ry , sp ray in g  m achinery  
and autom atic  vending m achines
7 1 9 . 7  B a ll , r o l l e r  o r  n eed le -rro lle r b e a rin g s
719 .8  M achinery  and m echan ical a p p lia n c e s , n . e . s ,
7 1 9 . 9  P a r t s  and  a c c e s s o r ie s  of m ach in ery , n .e .s *
(xi)
G. E le c tr ic a l E n g in eer in g
SIT C  D esc rip tio n
722.1 E le c tr ic  pow er m achinery
7 2 2 .2  E le c tr ic a l  a p p a ra tu s  fo r  m aking and b reak in g  e le c tr ic a l  
c irc u its  (sw itc h g e a rs , e tc . )
723.1 In su la ted  w ire  and cab le
7 2 3 .2  E le c tr ic a l  in su la tin g  equipm ent
724.1 T e lev is io n  b ro a d c a s t r e c e iv e r s
724 .2  R adio b ro a d c a s t r e c e iv e r s
7 2 4 .9  O ther te lecom m unications equipm ent such a s  te lephone 
a p p a ra tu s , m icrophones and  a m p lifie rs
7 2 5 .0  D om estic e le c tr ic a l  equipm ent
726 E le c tr ic  a p p a ra tu s  fo r  m edical p u rp o se s  and ra d io lo g ic a l
a p p a ra tu s
729.1 B a t te r ie s  and accu m u la to rs
729 .2  E le c tr ic  lam ps
7 2 9 .3  T herm ionic  e tc .  v a lv es  and tu b e s , p h o to c e lls , t r a n s i s to r s ,  etc,
7 2 9 .4  Autom otive e le c tr ic a l  equipm ent ( ’E le c tr ic  equipm ent fo r
v e h ic le s  ’ )
729 .5  E le c tr ic a l  m easu rin g  and c o n tro llin g  in s tru m e n ts  and  
a p p a ra tu s
729 .6  E lec tro -m ec h a n ica l hand to o ls
729 .9  E le c tr ic a l  m achinery  and a p p a ra tu s , n . e . s ,
8 1 2 ,4  L ighting  f ix tu re s  and f it t in g s , lam ps and la n te rn s
891.1 G ram ophones, tape  r e c o r d e r s  and o th e r sound r e c o r d e r s  
and re p ro d u c e rs
891 .2  Gram ophone r e c o r d s ,  re c o rd e d  ta p e s , e tc .
(x ii)
H . T ra n s p o r t  Equipm ent
SIT C  D e sc rip tio n
731 R ailw ay v eh ic le s
732.1 P a s se n g e r  m otor c a r s ,  w h e th er o r  not assem b led
7 3 2 .2  B u se s , w h e th er o r  not assem b led
7 3 2 .3  L o r r ie s  and  t ru c k s ,  w h e th er o r  not a ssem b led
7 3 2 .4  S p ec ia l p u rp o se  l o r r i e s ,  w h e th e r o r  not a ssem b led
732 .5  Road t r a c to r s  fo r  t r a c to r - t r a i l e r  com binations
732 .6  C h ass is  w ith eng ines mounted of a  kind u sed  fo r  v e h ic le s  
of heading  732,1
7 3 2 .7  O ther c h a s s is  w ith  en g ines mounted
7 3 2 .8  B od ies, c h a s s is ,  fram es  and o th e r p a r ts  of m otor 
v e h ic le s , o th e r than  m o to rcy c les  ( ’V eh ic le  p a r t s ’)
7 3 2 .9  M o to rcy c les , m o to rised  cy c le s  and th e ir  p a r ts
733.1 B icy c le s  and o th e r c y c le s , not m o to rised
73 3 .3  T r a i l e r s  and  o th e r v e h ic le s , not m o to rised
734 A irc ra f t
735 ^  S h ip s  and b oa ts
F U L L  T IT L E  O F  TH E SIS  
S u b m itte d  by  N ab i l  H a m e d  E z z  M o u s ta fa
F o r  th e  d e g re e  of P h . D. 
of th e  U n iv e r s i ty  o f B a th  1978
" P e r f o r m a n c e  and  a t t i tu d e  of f i r m s  in  r e la t io n  to  a m a jo r  
e x p a n s io n  of t h e i r  p o te n tia l  m a r k e t ;  th e  c a s e  of B r i t i s h  
M a n u fa c tu r in g  in d u s t r ie s  and th e  U .K . a c c e s s io n  to  th e  E E C '
C O PY R IG H T
" A tte n tio n  is  d ra w n  to  th e  fa c t th a t  C o p y rig h t of th i s  t h e s i s  r e s t s  
w ith  i t s  a u th o r .  T h is  C opy of th e  th e s i s  h a s  b e e n  su p p lie d  on 
c o n d itio n  th a t  an y o n e  who c o n s u l ts  i t  i s  u n d e rs to o d  to  r e c o g n is e  
th a t  i t s  C o p y rig h t r e s t s  w ith  i t s  a u th o r  and  th a t  no q u o ta tio n  
f r o m  th e  t h e s i s  and no in fo r m a t io n  d e r iv e d  f r o m  it m a y  be  
p u b lis h e d  w ith o u t th e  p r io r  w r i t t e n  c o n se n t of th e  a u th o r" .
R E S T R IC T IO N  IN USE
" T h is  th e s i s  m a y  be m a d e  a v a i la b le  f o r  C o n su lta tio n  w ith in  th e  
U n iv e r s i ty  L i b r a r y  and m a y  b e  p h o to c o p ie d  o r  le n t  to  o th e r  
L i b r a r i e s  f o r  th e  p u rp o s e s  of C o n s u lta t io n " .
SUMMARY "A B STR A C T" OF THE WORK 
T he study  s ta n d s  in  two volum es:
V olum e 1 , b e in g  th e  th e s i s ,  c o n s is ts  of e igh t c h a p te r s .  In  th e  f i r s t  
c h a p te r  we d is c u s s e d  the  aim s and o rig in  of the  r e s e a r c h .  We t r a c e d  
th e  m otiva tion  in  u n d e rtak in g  i t ,  to  an  e a r ly  w o rk , w hich we p re v io u s ly  
co n d u cted  fo r  a  r e la te d  study ; to g e th e r  w ith  th e  w o rk  done by s im ila r  
s tu d ie s  o r  s u rv e y s .  In the  m eantim e w e re v e a le d  th e  im pact of su ch  a 
custom  union  an d  a  f r e e  t r a d e  a r e a  on th e  econom ic p e rfo rm an ce  of the 
m em ber c o u n tr ie s  and  th e i r  in d u s tr ie s#
In C h ap te r  T w o, we in d ic a te d  the  m ethod w e p ro p o se d  fo r the s tu d y . 
H o w ev e r, in  so do ing , we re v ie w e d  th e  m ethods of s im ila r  s tu d ie s  and 
th e  lim ita tio n s  a tta c h e d  to  them#
C h ap te r  T h re e  w as devoted  to  a  re v ie w  of the  l i t e r a tu r e  r e la te d  to  the  
s tu d y .
In C h ap te r  F o u r ,  we d is c u s s e d  the  p re lim in a ry  s u rv e y ; th e  
q u e s t io n n a ire . A s i t  w as the  f i r s t  s ta g e  in  th e  in v e s t ig a tio n , th e  
q u e s tio n s  a n sw e re d , the  r e s p o n s e s  and  a n a ly s is  of th e  r e p l ie s  w e re  
in d ic a te d .
T h is  w as fo llow ed  by th e  m ain s u rv e y , fo r  w hich  w e ch o se  a s  c a se  
s tu d ie s ,  a  r e p re s e n ta t iv e  sam ple of f irm s ; B r i t is h  b a se d  m anufactu ring  
in d u s t r ie s .  In C h a p te rs  F iv e  and  S ix  we in d ic a te d  th e  b a se  on w hich 
th o se  firm s w e re  s e le c te d , th e  way the  c o lle c te d  d a ta  w as p re s e n te d , 
th e  a p p ro a c h e s  to  the  a n a ly s is ;  then  w e p ro c e e d e d  w ith  th e  a n a ly s is .
We conducted  a su p p o rtin g  s tu d y , w hich d e a lt w ith  the o v e rs e a s  t r a d e ,  
in  a  s e le c te d  m an u fac tu red  com m odities in  sp e c if ic  in d u s tr ia l  g ro u p s  
" s e c t io n " . The p u rp o se  w as to  r e la te  the  t r a d e  tr e n d  in  each  in d u s try  
to  th o se  p e rfo rm ed  by th e  s tu d ied  f i r m s , an d  to  r e la te  both to the  UK 
o v e ra ll  o v e rs e a s  t r a d e  p e rfo rm an c e . T h is  i s  th e  su b jec t of C h ap te r  
S e v e n .
The r e s u l t s  w e re  o b ta in ed  and the  s tudy  w as concluded  in  C h ap te r  
E ig h t.
Volume 2 in c lu d e s  tw en ty -o n e  c a s e  s tu d ie s ;  a s  in d ic a te d  ab o v e; 
th a t w e re  the su b je c t of the  m ain s u rv e y .
A c k n o w le d g e m e n ts :
M y g ra t i tu d e ;  w il l  a lw a y s  r e m a in ;  to  P r o f e s s o r  R .E .  T h o m a s , 
fo r  h is  s u p e r v is io n ,  g u id a n c e , and h e lp .
I am  g r a te f u l  to  a l l  th o s e  e x e c u tiv e s  w ho p a r t ic ip a te d  e i th e r  in  
th e  p r e l im in a r y  o r  th e  m a in  s u rv e y . T h e i r  c o - o p e r a t io n  w as  
e s s e n t ia l ,  o th e rw is e  th e  s tu d y  w ould  no t h a v e  b e e n  p o s s ib le .
M y th a n k s  a r e  due  to  th e  B r i t i s h  L ib r a r y  of P o l i t i c a l  and 
E c o n o m ic  S c ie n c e , L o n d o n  S ch o o l of E c o n o m ic s , U n iv e r s i ty  
of L o n d o n , fo r  a llo w in g  m e  an  a c c e s s  to  th e  l i b r a r y  o v e r  th e  
y e a r s .  I a ls o  a ck n o w le d g e  th e  h e lp  o f fe re d  to  m e  by  th e  
fo llo w in g  l i b r a r i e s ;  T h e B o a rd  of T r a d e  and  In d u s try , T h e  
C o n fe d e ra tio n  of B r i t i s h  In d u s try  "C B I" , and  T h e  C en trs il 
L i b r a r y  of th e  E E C  C o m m is s io n , B r u s s e l s ,  to g e th e r  w ith  
t h e i r  o ff ic e  in  L ondon .
My th a n k s , a ls o ,  go to  th o s e  in  th e  c o m p u te r  u n it in  th e  
U n iv e r s i ty  of B a th , fo r  th e  g u id a n ce  I r e c e iv e d  a s  I u s e d  t h e i r  
f a c i l i t i e s ;  and  in  p a r t i c u l a r  to  M r. G ill  and  M r. B ax to n .
N ab i l  H am ed  E z z  M o u s ta ia  
B a th , 1978
VOLUM E 2 : CASE ST U D IES.
C O N T E N T S O F V O LU M E II
21 C a s e  S tu d ie s  a s  in d ic a te d  in
th e  A P P E N D IX  'tvfe 
the  b a c k  o f  th is  
v o lu m e  .
CASE STUDY N o. 1
COMPANY : B r i s t o l  E n g in e  d iv i s io n ,  R o l l s - R o y c e  (19 71) L td ,  
L O C A T IO N : F i l to n ,  B r i s to l
C O N T A C T : Ian  D . T i n s le y ,  M a r k e t  D e v e lo p m e n t
R o l l s - R o y c e  (1971) L im i te d
B r i s t o l  E n g in e  d iv is io n ,  F i l to n ,  B r i s t o l
C o n ta  e t : M r .  la n  D. T in s le y ,  M a rk e t in g  P la n n in g  M an ag e r  
B ac k g ro u n d
T h e  C o m p an y  i s  c a l le d  RR 19 71, c o n c e rn e d  w ith  th a t  p o r t i o n  of 
RR w h ich  c o n t in u e s  to  d e a l  w ith  a e r o  eng ine  d e s ig n ,  d e v e lo p m e n t ,  
and  m a n u f a c tu r e .  In e a r ly  1971, the o ld  R R  w en t b a n k ru p t ,  a s  a 
r e s u l t ,  R R  M o to rs ,  C a r s ,  an d  o th e r  R R  s m a l l  c o m p a n ie s ,  w e r e  
w iped  out. T he  c u r r e n t  R R  is  only c o n c e rn e d  w ith  the  a p p l ic a t io n  
of gas tu r b i n e s .
W h at the C om pany  d o es  is  e x a c t ly  the  sam e  as b e fo re  1971, e x c e p t  
th a t  the  p r é f é r a i  i n t e r e s t ,  l ik e  R R  C a r s  fo r  in s ta n c e ,  h a s  b e e n  
s e p a r a t e d  and  h a s  i t s  own id en ti ty ,  and  the  C o m p an y  have  no th in g  
to do w ith  i t .
A s f a r  a s  the  s ta tu s  of the  C om p an y  is  c o n c e rn e d  they  w e r e ,  b e f o r e  
the b a n k ru p c y ,  a  pub lic  C o m p a n y .  T h e  a s s e t s  of the  C o m p an y , 
r e l e v a n t  to a e r  o -e n g in e  s, w e re  t r a n s f e r r e d  to the  g o v e rn m e n t  an d  
a r e  w ho lly  ow ned by  the g o v e rn m e n t ,  b u t  no t  n a t io n a l i s e d .
In r e c e n t  w e e k s ,  a  d e c i s io n  w a s  m a d e  th a t  R R  a e r  o -e n g in e ,  1971, 
i s  to b e  owned by the n a t io n a l  e n t e r p r i s e  b o a rd .  T h ey  s t i l l  have  to  
w a i t  and  see  w h a t  th is  m e a n s  in  p r a c t i c e .  O v e r  a ll  they  a r e  s t i l l  
a p u b l ic  C o m p an y .
In the a r t i c l e s  of a s s o c ia t io n ,  th e  co m p an y  i s  su p p o se d  to  o p e ra te  
a s  a  c o m m e r c i a l  u n d e r ta k in g .  T h e y  a r e  s t i l l  a p ro f i t  m o t iv a te d  
c o m p a n y .
T h e  o r g a n is a t i o n  of the  com p an y
T h is ,  r e c e n t ly ,  h a s  been  ch an g ed . The co m p an y  now is  c o m p o se d  
of two d iv is io n s ,  one is  the  a e r i a l  d iv is io n ,  w hich  c o v e r s  the  
a p p l ic a t io n  of g a s  tu r b in e s  to a i r c r a f t s ,  the  o th e r  is the  I n d u s t r i a l  
M a r in e  d iv is io n ,  w hich  c o v e r s  the  a p p l ic a t io n  of gas  tu r b in e s  to 
e l e c t r i c a l  p o w e r  g e n e r a t io n ,  g as ,  and o i l  c o m p a n ie s  .
T h e  a e r i a l  d iv is io n  i s  c o m p o se d  of g ro u p s ,  w hich  p r e v io u s ly  w e r e  
d iv is io n s  in  th e i r  own r ig h t .  T h e r e  is  the D e rb y  g ro u p  b a s e d  a t  
D e r b y .  T h e r e  is  a m a n u f a c tu r e r  in S co tlan d  w hich  e m p lo y s  abou t
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35, 000 m e n .  T h e r e  i s  the  B r i s t o l  g ro u p ,  w hich  e m p lo y s  a ro u n d  
20, 000 m e n  a n d  t h e r e  is  H e l ic o p te r  en g in e  g ro u p  b a s e d  in  
W a tfo rd ,  w h ich  em p lo y s  a b o u t  10 ,0 0 0  m en . The I n d u s t r i a l  
M a r in e  d iv is io n ,  w hich is  b a s e d  a t  H am  s te a d ,  in  C o v e n t ry ,  
e m p lo y s  o v e r  1 ,0 0 0  m en . T h is  d iv i s io n  t a k e s  the  t u r b in e s  
m a n u fa c tu r e d  in  D e rb y  for i n d u s t r i a l  m a r in e  u s e ,  and  s e l l s  th e m  
to the f in a l  c u s to m e r .
A s  f a r  a s  m a r k e t in g  is  c o n c e rn e d ,  th e re  is a  m a r k e t in g  o rg a n i s a t i o n  
a t  D erb y  w h ich  d e a l s  w ith  en g in es  m a d e  t h e r e ,  t h e r e  is  a n o th e r  
a t  B r i s to l  w h ich  d e a l s  w ith  th e  e n g in es  of the  B r i s t o l  g ro u p .  
S im i la r ly  w ith  the h e l i c o p te r  g ro u p .
T h e  m a r k e t in g  d e p a r tm e n t  in B r i s t o l  c o n s i s t s  of 60 p e o p le  w h ich  
i s  r e la t iv e ly  s m a l l .
T h ey  a r e  a c a p i t a l  goods b u s in e s s ,  the  p r o c e s s  of h an d lin g  the  s a le s  
i s  a long a n d  c o m p l ic a te d  o n e . D i f f e r e n t  g ro u p s  of p e o p le ,  in 
d i f f e r e n t  s t a g e s  o f  the  s a l e s  p r o c e s s  a r e  invo lved . T h e  m a r k e t in g  
d e p a r tm e n t  g e ts  inv o lv ed  in  the  v e r y  e a r l y  s t a g e s ,  in t e r m s  of 
de fin ing  c u s to m e r  r e q u i r e m e n t s .  In so doing th ey  w o rk  v e r y  
c lo s e ly  w ith  th e  e n g in e e r in g  p e o p le ,  to m od ify  the  p r o d u c ts  to 
m e e t  the r e q u i r e m e n t s  of the  c u s t o m e r s .
W hen it  c o m e s  to d e ta i l  c o n t r a c t r u a l  n e g o t ia t io n s ,  th o s e  a r e  
h a n d le d  by  c o m m e r c i a l  a r e a ,  w h ich  is  s e p a r a t e ,  b u t  the m a r k e t in g  
d e p a r tm e n t  k e e p s  in  c lo se  c o n ta c t  w ith  th e m .
T h e  a f t e r  s a l e s  s e r v i c e ,  in  th e i r  p r o d u c t s ,  i s  v e r y  im p o r ta n t ;  
and  is  h a n d le d  by the c o m m e r c i a l  a r e a ,  w ith  the  s e r v i c e  d e p a r t ­
m e n t ,  who h a v e  p eo p le  in the f ie ld  h an d l in g  any d ay  to day  p r o b l e m s .  
T h e  C o m m e r c i a l  a r e a
T h e r e  is  a to ta l  c o m m e r c i a l  a r e a  w h ich  c o n s i s t s  of d i f f e r e n t  
d e p a r tm e n t s .  T h e  c o n t r a c tu a l  n e g o t i a to r s ,  the  c o n t r a c tu a l  
m a n a g e m e n t ,  b u s i n e s s  p lann ing , and  the s e r v ic e  d e p a r tm e n t .
T h e  M a rk e t in g  fu n c tio n
T h e  m a r k e t  d e p a r tm e n t  is  c o m p o se d  of fo u r  m a in  l in k s .
A . G e n e r a l  M a rk e t in g  M a n a g e r  fo r  C iv il  C o n t ra c t s
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T h ey  dea l w ith  the c o m m it te d  c iv i l  p r o g r a m m e s ,  i . e .  they  
hav e  an  eng ine  in  a f i r m  a i r c r a f t  ap p lica t io n .  M a rk e t in g  m a n a g e r  s 
hav e  S a le s  m a n a g e r s  and  S a le s  e n g in e e r s  r e p o r t i n g  to  th e m  to 
p e r f o r m  the te c h n ic a l  s a le  s fu n c t io n .  T h e i r  r e s p o n s ib i l i t i e s  a r e  
to a s s i s t  the  a i r c r a f t  m a n u fa c tu r in g  d iv is io n  in s e l l in g  to th e i r  
f in a l  c u s to m e r s ;  i . e .  to give b r i e f in g s ,  p r e s e n t a t i o n s ,  the  l a t e s t  
r e s u l t  of the te c h n ic a l  d e v e lo p m e n t ,  to k e ep  th e m s e lv e s  b r i e f e d  
on e v e ry th in g  th a t  is  h ap p en in g  to  the  eng ine  w ith in  the  o rg a n i s a t i o n ,  
a c tu a l ly  th ey  a c t  a s  a k ind  of h a s  on b e tw e e n  the o r g a n i s a t i o n  and  
the  f in a l  c u s to m e r .
B . G e n e r a l  M a rk e t in g  M a n a g e r  fo r  M i h t a r y  C o n t r a c t s  
T h ey  do the s a m e  job a s  th a t  in A ,
C . M a r k e t in g  S u p p o r t  M a n a g e r
He d e a ls  w ith  the  a r e a s  of s a l e s  s e r v i c e s ,  v i s i t o r s ,  s e c u r i t y ,  
p e r s o n e l l ,  and  a d m in i s t r a t i o n .  He a l s o  d e a l s  w ith  s a le s  p u b l ic a t io n  
a r e a ,  w h ich  p r o v id e s  a l l  the  p u b h c a t io n s  fo r  p r e s e n ta t io n  of the  
p r o d u c t s .
D. T he  new  b u s i n e s s e s  a r e a  p la n n in g
1. It  c o n s i s t s  of M a r k e t  R e s e a r c h  M a n a g e r  who is  r e s p o n s ib le  
fo r  th e  M a rk e t in g  in fo r m a t io n  ab o u t r e s e a r c h .
2. M a r k e t  P la n n in g  M a n a g e r :  r e s p o n s ib l e  f o r  M a rk e t in g  P la n n in g .
3. S a le s  M a n a g e r ,  new  b u s in e s s  : he  h a s  the  s a m e  te c h n ic a l  
s u p p o r t  fu n c tio n ,  fo r  new  b u s i n e s s ,  a s  th e  S a le s  m a n a g e r  h a s  
in the c o m m it te d  p r o g r a m m e .
By n ew  b u s in e s s  two th in g s  a r e  m e an t :
A. N ew  a p p h c a t io n  of the  e x is t in g  o p t io n s ,  i . e .  an  eng ine  a f t e r  
m o d if ic a t io n  of c e r t a i n  p a r t s  m a y  f i t  a n ew  a i r c r a f t .
B . A b ra n d  new eng ine  th a t  h a s  n o t  y e t  found any a i r c r a f t  a p p l ic a t io n .  
B u t  the  o rg a n is a t io n  d i f f e r s  b e tw e e n  B r i s t o l  and D e rb y ,  in th e se  
w ays:
1. T h e r e  is  no d i s t in c t io n  a t  D e rb y  b e tw een  M a rk e t in g  and  
C o m m e r c i a l  in  th e  s a m e  w ay th e r e  is  in B r i s t o l .  M a rk e t in g  and  
C o m m e r c i a l  a r e  in  the  sam e  linked  a r e a ,  and  th a t  a r e a  is l a r g e .
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in  t e r m s  of m a n p o w e r ,  a s  i t  c a r r i e s  out a w id e r  r a n g e  of 
a c t i v i t i e s .
2. T h e  p eo p le  w ith in  the M a r k e t in g  a r e a  a t  D e rb y  a r e  n o t  o r g a n i s e d  
on an eng ine , o r  P r o j e c t  b a s e s ,  a s  a t  B r i s t o l .  T hose  a t  D e rb y  a r e  
o r g a n i s e d  on  a r e g io n a l  b a s e s .
A t B r i s t o l ,  the S a le s  M a n a g e r s ,  h av e  r e s p o n s ib i l i ty  fo r  a c e r t a i n  
en g in e ,  they  w i l l  d e a l  w ith  C u s to m e r s  fo r  th a t  e n g in e ,  o v e r  th e  
w o r ld .
H o w ev e r  the  M a rk e t in g  M an ag er ,  a t  D e rb y  do n o t  c o n c e n t ra te  on 
e n g in e s ,  b u t  on a r e a s ,  and s e l l  D e rb y  p r o d u c ts  to c u s to m e r s  w ith in  
th e i r  s p e c if ic  a r e a s .
C o m p e t i to r s  and  C o m p e t i t io n
T h e i r  m a in  C o m p e t i to r s  a r e  the  two m a jo r  A m e r i c a n  en g in e  
m a n u f a c t u r e r s ,  "U n ite d  T e ch n o lo g y  C o r p o r a t io n "  and G e n e r a l  
E l e c t r i c ,
T h e r e  a r e  a  n u m b e r  of o th e r  C o m p e t i to r s ;  s m a l l e r  A m e r i c a n  
m a n u f a c tu r e r s  like  " G a r a t  A i r  R e s e a r  c h " .
T h e r e  a r e  eng ine  m a n u f a c tu r e r s  in  E u r o p e ,  fo r  e x am p le  S n e c m a ,  a 
F r e n c h  C o m p an y . In t e r m s  of s to r e  of the  m a r k e t ,  an d  a c r o s s  the  
B o a r d  te c h n ic a l  P r o d u c t io n  C a p a b i l i ty ,  the  t h r e e  b ig  W e s te r n  A e r o  
eng ine  m a n u f a c t u r e r s  a r e  G ene r a l  E l  e c t r i c  , U n ite d  T e c h n o lo g y  
and  R o l l s  R o y c e .
R . R .  m a r k e t  w o r ld  w id e ,  and a lw ay s  h a v e  d one , to  th a t  e x te n t  the  
C o m m o n  M a r k e t ,  in  M a rk e t in g  t e r m s ,  h a s  m a d e  v e r y  l i t t l e  d i f f e r e n c e  
to the w ay in  w h ich  th ey  o p e r a te .
H o w e v e r ,  C o m p e t i t iv e  C o n d i t io n s  do  v a r y  f r o m  r e g io n  to r e g io n ,  
and  C o u n try  to C o u n try ,  O n the  m i l i t a r y  s id e  th e r e  i s  a 
p r o t e c t i o n i s t  a t t i tu d e ,  so  i t  is  v e r y  d if f ic u l t  fo r a non  A m e r i c a n  
A e ro  engine com p an y  to  p e n e t r a t e  the  U ,S .  M i l i t a r y  M a r k e t ,  u n le s s  
they  have  so m e th in g  v e r y  s p e c i a l  to o f f e r ,  th a t  the  A m e r i c a n  
M a n u f a c tu re r  c anno t.
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T h e s e  days  any  A e r o s p a c e  M a r k e t  o p p o r tu n i ty  i s  bound  to have  a 
p o l i t i c a l ,  n o t  a c o m m e r c i a l ,  d im e n s io n .  T h is  a lw ay s  h a s  b e e n  on 
the M i l i t a r y  s id e  but i t  is t h e r e  m o r e  an d  m o r e  on the C o m m e r c i a l  
s id e  now .
T h e  C o m m e r c i a l  s id e  o f  the  C o m p e t i t io n  and th e  im p l ic a t io n s  of 
UK .joining the  C o m m o n  M a r k e t
A s i t  has  b e e n  s ta te d ,  the  p o l i t ic a l ,  o r  n a t io n a l  i n t e r e s t ,  d o es  
in f lu en ce  th e  C o m p e t i t io n  C o n d ition . T h e  r u l e s  of p e r f e c t ,  o r  
i m p e r f e c t  c o m p e t i t io n  can n o t be  fo l lo w ed  in A e r o s p a c e  e n g in e s  and  
p r o d u c t s .
B a s ic a l ly  the  s i tu a t io n  i s  a s  fo l lo w s  ; in  the  w e s t e r n  w o r ld  the  two 
m a jo r  a r e a s  of A e r o s p a c e  a r e  the  U n ited  S ta te s  an d  E u r o p e .
A m e r i c a  d o m in a te s ,  in  t e r m s  of A i r c r a f t  a n d  a e r o  e n g in e ,  b e c a u s e  
h e r  h o m e  m a r k e t  i s  so l a r g e ,  b o th  fo r  m i l i t a r y  A i r  op la n e s  and  
C iv i l  t r a n s p o r t .
In r e c e n t  y e a r s  a  g r e a t  d e a l  of d e b a te  h a s  gone on in  E u r o p e ,  
ab o u t so m an y  E u r o p e a n  a i r l i n e s  p u r c h a s in g  A m e r i c a n  e q u ip m e n t .  
V a r io u s  p r o p o s a l s  h av e  b e e n  p u t  f o r w a r d  to r e m e d y  t h i s ,  i n  t e r m s  
of an in te g r  a te d  E u r o p e a n  A e r o s p a c e  in d u s t r y  w h ic h  d e l ib e r a t e ly  
s e t s  ou t to d e s ig n  a n d  m a n u f a c tu r e  p r o d u c ts  w h ich  the E u r o p e a n  
a i r l i n e s  would p u r c h a s e .  T h e r e  has  b e e n  a lo t  of t a lk s  a b o u t  
f r a g m e n ta t io n ,  n a t io n a l  j e a l o u s e s ,  and d u p l ic a t io n  of r e s o u r c e s ,  
w h ich  m a k e s  E u r o p e  a m u c h  m o r e  in e f f ic ie n t  m a n u f a c t u r e r . T h e r e  
h a s  a l s o  b e e n  ta lk  ab o u t  th e  n e e d  to e x te n d  p ro d u c t io n  r u n s ,  b e c a u s e  
w ith  a i r o p l a n e s ,  w h e re  the v o lu m e  of the a c tu a l  n u m b e r  s p ro d u c e d  
is  c o m p a r a t iv e ly  sm a l l ,  the  u n i t  c o s t  w i l l  be  s e n s i t iv e  to  th a t .
*G , J a c k  r e f e r r e d  to th a t  p r o b l e m  by say in g  th a t  E u r o p e  is  e x p o r t in g  
te ch n o lo g y  to  the  S ta te s ,  w h e r e  th ey  e x p lo ite  i t  and  th en  e x p o r t  the  
f in a l  goods of i t  to  e v e r y w h e r e  in c lu d in g  E u r o p e .
. J a c k ,  "D ef in e  A m e r i c a n s " ,  F r a n k ,  1967.
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O v e r  the l a s t  te n  y e a r s ,  the  d e b a te  c o n t in u e s  o v e r  w h a t  E u r o p e  
sh o u ld  do a b o u t  i t s  A i r  o spa  ce in d u s t r y ,  one su g g es t io n  w a s  to  d e a l  
w ith  the  A m e r ic a n  c o m p a n ie s ,  w h e r e b y  th e y  w i l l  b u i ld  w h a t  th ey  
a r e  good a t ,  the  long  r a n g e  C iv i l  A i r  op la n e ,  a n d  E u r o p e  b u ild  w h a t  
th e y  a r e  good a t ,  the  s m a l l e r  c o m p u te r  type  of a i r c r a f t s .  T h a t ,  
of c o u r s e ,  i s  a p r o t e c t io n i s t  a t t i tu d e .  I t  w ould  be  a  v e r y  d a n g e r o u s  
p o l ic y  to a d o p t b e c a u s e ,  d e s p i t e  a l l  t h e  p r e s s u r e  w h ic h  h a s  b e e n  put 
u p o n  E u r o p e a n  a i r l i n e s  to p u r c h a s e  E u r o p e a n  e q u ip m e n t ,  th ey  h av e  
on ly  s u c c e e d e d  in avo id ing  doing  s o .  In o th e r  w o r d s ,  j u s t  b e c a u s e  
a  E u r o p e a n  a i r c r a f t  is  d e s ig n e d  and d e v e lo p e d ,  t h e r e  i s  no 
g u a r a n te e  th a t  the  E u r o p e a n  a i r l i n e s  a r e  going to  buy  i t .  If  they  have  
good s e r v i c e  an d  good a i r p l a n e s  f r o m  B oing , D onald  D o u g la s ,  o r  
L o c k h e e d ,  in  the  p a s t ,  why go E u r o p e a n ?  U n le s s  th a t  E u r o p e a n  
a i r p la n e  o f f e re d  th e m  s o m e th in g  w h ich  th ey  b e l ie v e  is  going to 
m a k e  th e m  m o re  r e l i a b l e ,  a n d  e x p a n d  th e i r  t r a f f i c .
T h e r e  is  a n o th e r  po in t of v iew  w ith in  E u r o p e  w h ich  s a y s  th a t ,  i t  
i s  v e r y  d a n g e ro u s  to b e l ie v e  th a t  th e  m a r k e t  c a n  b e  m a n a g e d  in  
th i s  w ay . W hat n e e d s  to  be  done , i s  to b u i ld  a i r p l a n e s ,  fo r  th e  
w o r ld  m a r k e t ,  n o t  j u s t  fo r  E u r o p e .  If th ey  a r e  good enough  fo r  the  
w o r ld  m a r k e t ,  then  the  E u r o p e a n  a i r l i n e s  w i l l  buy th e m .
W h at is  n e e d e d  i s  to im p r o v e  the  p ro d u c t ,  the  p r o j e c t  d e f in i t io n ,  
the  t im in g ,  a n d  the  p r i c in g ,  a n d  i t  is  only  b y  doing th a t ,  m a k in g  a 
r e a l l y  s u p e r  p r o d u c t ,  t h a t  the E u r o p e a n  w i l l  r e c o v e r  the  E u r o p e a n  
m a r k e t .
T h e r e  is  a c o n f l ic t  b e tw e e n  the  in w a rd  look ing  of the  p r o t e c t i o n i s t  
a t t i tu d e ,  a n d  th a t  of open f r e e  m a r k e t  e n t e r p r i s e .
T h e r e  i s  a f u r th e r  p r o b le m ,  of c o u r s e ,  in  th a t  w ha t m a y  a p p e a r  to  
be b e s t ,  f r o m  the p o in t  of v iew  of the  E u r o p e a n  A i r o s p a c e  in d u s t r y ,  
w h ich  is  the w ay  the I n d u s t r i a l  C o m m is s io n  of the  E E C  te n d  to 
look  in to  the  p r o b le m ,  m a y  n o t  b e  b e s t  f r o m  the p o in t  of v ie w  of the  
in d iv id u a l  m a n u f a c t u r e r s  c o n c e rn e d ,a n d  R . R , i s  a c l a s s i c  c a s e  in  p o in t .
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E a r l y  in  the 1960s, R . R .  a s  a  co m p an y ,  d e c id e d  th a t  if  th ey  w e re  
going  to  m a in ta in  th e i r  p o s i t io n  a s  a  w o r ld  a e r o - e n g i n e  m a n u f a c tu r e r ,  
in  p a r a l l e l  w ith  the  A m e r ic s in ,  they  h a d  to d e v e lo p ,  and  d e s ig n  th e i r  
own B e n g in e .  T h a t  e v e n tu a l ly  b e c a m e  the R B 2 1 I , w hich  led  to the 
b a n k ru p tc y  of the  old c o m p an y .
L ook ing  to the  r e a l i t y  of the  m a r k e t  th ey  f e l t  th a t  i f  the  eng ine  w as  
going to be s u c c e s s fu l ,  they  h a d  to have  i t  lo d g ed  in  a n  A m e r i c a n  
a i r c r a f t .  T h e y  d id  e x a c t ly  th a t  w ith  L o c k h e e d ,  and  th a t  a i r c r a f t  i s  
now ta k in g  a v e r y  s u b s ta n t ia l  s h a r e  of the  w o r ld  m a r k e t .
A t the  s a m e  t im e ,  E u r o p e  w a s  a t te m p t in g  to  de f ine  a new  a i r c r a f t  
fo r  the  a i r l i n e ,  w hich  is  now on the  m a r k e t  u n d e r  the  
d e s ig n a t io n  A3 OOB. T hey  p r o p o s e d  fo r  th a t  A i ro p la n e  on a r a t h e r  
l a r g e r  v e r s i o n  of R B 2 1 1 . T h e r e  c am e  a  p o in t  in  th e  m id  1960s w hen 
th ey , a s  a C o m p an y , h a d  to  d e c id e  w h e th e r  th ey  wéinted to go fo r  an  
A m e r i c a n  o r  E u r o p e a n  a i r o p la n e ,  b e c a u s e  of th e  v a c i l l a t i o n  th a t  
w a s  go ing  on o v e r  w h a t  E u r o p e  shou ld  do. T he  C iv i l  S e r v i c e  and  
p o l i t i c ia n s  w e r e  in v o lv ed , nobody  c o u ld  d e c id e  e x a c t ly  w h a t  they  
w a n ted ,  and th e  F r e n c h  w e r e  a rg u in g  w ith  the  G e r m a n ,  and so
II
on, R . R .  s a id  to h e l l  w ith  i t ,  b e c a u s e  th a t  a i r o p la n e  i s  n o t going 
to .g e t  thé  m a r k e t  a n y w h e re ,  we a r e  go ing  to  go f o r  the  A m e r ic a n  
A i ro p la n e ,  and we w e n t  fo r  the  RB 211, aind we f o r g o t  the  
E u r o p e a n  airop lanes .*^
In the long t e r m ,  i t  b a n k ru p te d  the  C o m p a n y ,  b u t  in  t e r m s  of 
k e ep in g  R o l ls  R oy  ce a t  the f o r e f r o n t  of A e ro e n g in e  te ch n o lo g y ,  
and  p r e s e r v i n g  th e m  a s  a m a j o r  m a n u f a c tu r e r ,  i t  w as a  r ig h t  
d e c is io n  to ta k e .  The A e ro e n g in e  m a r k e t  p la c e  is  w ith  the  
A m e r i c a n  a i r o p l a n e s  w h ic h  ta k e  the  m a jo r  m a r k e t  s h a r e ,  n o t  
only  in  the  S ta te s  b u t  in  the  ROW a s  w e l l .
T h e r e  i s  no doubt now th a t  the  R B  211 is  v e r y  w e l l  p la c e d  to  ga in  
a  m a jo r  s h a re  of the w o r ld  m a r k e t  in  the  n e x t  25 y e a r s .
8 .
If th ey  h a d  fo r e g o t te n  a b o u t  the  A m e r i c a n  a i r o p la n e ,  as  th e i r  
E u r o p e a n  co lle  a g es  m ig h t  w is h  th e m  to h a v e  done , an d  in s t e a d  
th ey  h ad  c o n c e n t r a t e d  on  the  E u r o p e a n  m a r k e t ,  they  w ould  no t 
h av e  h a d  th is  a d v a n ta g e .
So th e r e  i s  a  c o n f l ic t  b e tw e e n  w h a t  a p p e a r s  to  b e  a s im p le  
so lu t io n  f r o m  the  E u r o p e a n  p o in t  of v iew , an d  th e  c o m m e r c i a l  
r e a l i t y  w h ic h  i s  th a t  the  m a j o r  m a r k e t  i s  in  A m e r i c a ,  a n d  th e y  
shou ld  g e t  th e m  a s h a r e .
W hy th ey  d id  n o t  k e e p  the  tw o o p tions  open ed , i . e .  g e t t in g  a  s h a r e  
in  the A m e r i c a n  m a r k e t ,  an d  w o r k in g  in  c lo s e  c o o p e r a t io n  w ith  
t h e i r  E u r o p e a n  co lie  a g e s ,  k e ep in g  a l l  o p tio n s  o p en ed . B e c a u s e  
the  r e a l i t y  of the  s i tu a t io n  w a s  th a t  the d e b a te  w a s  n e v e r  c o n d u c te d  
on th e s e  t e r m s ;  the  p o l i t i c a l  f a c t  i s  th a t  th ey  w e r e  d i r e c t e d  to  c h o o se  
b e tw e e n  th e se  two o p t io n s .
A s  f a r  a s  the  E E C  C o m m is s io n  i s  c o n c e rn e d  th ey  a re  a lw a y s  look ing  
a t  it  f r o m  the  p o in t  of v iew  of E u r o p e a n  A e r o s p a c e  in d u s t r y ,  a n d  th a t  
g iv e s  th e m  a p r o s p e c t iv e  o v e r  the  s i tu a t io n  w h ich  is  n o t  n e c e s s a r i l y  
s h a r e d  b y  the  in d iv id u a l  m a n u f a c t u r e r s .
P r i c i n g  P o l i c y  and  the  d e v a lu a t io n  of the £
It v a r i e s  a c c o r d in g  to  the  type  of p r o d u c t  b e in g  ta lk e d  a b o u t .  If, 
f o r  i n s t a n c e ,  they  a r e  s e l l in g  e q u ip m e n t  to  H e r  M a j e s t y 's  
G o v e rn m e n t ,  th en  th e  p r i c e  i s  s u b je c t  to d e ta i l  n e g o t ia t io n  b e tw ee n  
the  G o v e rn m e n t  an d  R . R .
If the  C o m m e r c i a l  s id e  of R . R .  's  p r i c in g  p o l ic y  i s  ta k e n ,  in 
r e l a t i o n  to the  RB 211, fo r  e x a m p le ,  r e c o g n i s in g  th a t  th e  M a jo r  
M a r k e t  of th a t  eng ine  i s  in  the  S ta te s ,  a l l  the p r i c in g  of th a t  eng ine  
i s  done in  $ ; th e  a l lo w ed  in f la t io n  on th e s e  p r i c e  s^w rit ten  in to  the  
c o n t r a c t  s ig n ed  w ith  the a ir l in es} .  T h is  w i l l  d e p en d , n o t  on U .K .  
in f la t io n  r a t e ,  bu t  on U .S .  in f la t io n  r a t e ,  of la b o u r ,  a n d  r a w  
m a t e r i a l  c o s t s ,  b e c a u s e  in f la t io n  in  th e  S ta te s  i s  l e s s  th a n  th a t  of 
the  U .K .  T h e y  hope th a t  the  co n tin u in g  d e v a lu a t io n  of the  £ h a s  the  
s a m e  e f fe c t ,  in  t e r m s  of r e c o v e r i n g  in c r e a s i n g  c o s t s .  T h e y  h av e  a 
s ta n d a r d  p r i c in g  a p p ro a c h ;  b u t  w hen  th ey  g e t  down to d e ta i l e d  
n e g o t ia t io n s  f o r  e ac h  in d iv id u a l  c a s e ,  th ey  d e p a r t  f r o m  th a t  a p p ro a c h .
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In the s e l l in g  p r o c e s s  th ey  a r e  in v o lv e d  in  a  p r o t r a c t e d  n e g o t ia t io n  
w ith  e a c h  c u s to m e r ,  a n d  have  to t a i lo r  th e  ccm trac t  to the  n e e d s  of 
the  c u s to m e r  an d  in  each  c i r c u m s t a n c e .  A ny  s t a n d a r d  in  th e  
c o n t r a c tu a l  t e r m s  th a t  R . R .  m a y  have  e s t a b l i s h e d  fo r  t h e i r  
i n t e r n a l  P r i c i n g  P o l i c y  ch an g e s  a c c o rd in g  to th e  s i tu a t io n .  T h e y  
t r y  to k e ep  a r e a s o n a b le  m a r g in ,  w h ic h  m a y  change  a c c o r d in g  to 
t h e  d e s c r e t i o n  of the  n e g o t i a to r s .
E v e r y  p r i c e  d e c id e d  fo r  e a c h  C o n t r a c t  d e p en d s  c o m p le te ly  on eac h  
c u s t o m e r ,  how b a d ly  the  c o m p a n y  w a n ts  the b u s i n e s s ,  and  to  
w h a t  e x te n t  t h e i r  p ro d u c t io n  l i n e s  a r e  ru n n in g .  T h is  i s  d a n g e r o u s ,  
b e c a u s e  u l t im a te ly ,  the b u s in e s s  i s  only  w o r th  c a r r y in g  on, if  
a c r o s s  the  b o a r d ,  the  m a r g in  i s  a c c e p ta b le ,  the  d a n g e r  of 
t r e a t in g  each  c u s to m e r  a s  an  in d iv id u a l  c a s e  i s ,  the  k in d  of m a r g in  
the  co m p an y  i s  a f t e r  m a y  n o t  h av e  b e e n  a c h ie v e d .  T h a t  i s  a  r i s k  th ey  
h av e  to  ta k e ,  an d  th ey  h av e  to  t r u s t  the  s k i l l ,  and  ju d g e m e n t ,  of 
the  n e g o t ia to r  on the sp o t .
T h e r e  a r e  c e r t a i n  f a c t o r s  th e y  d o  tak e  in to  a c c o u n t ,  r e g a r d i n g  
th e i r  P r i c i n g  P o l i c y ,  th e s e  a r e  the  w o r ld  m a r k e t ,  the  p r e v i o u s  
c o n t r a c t s ,  and  the c o m p e t i to r s  p r i c e s .  A lth o u g h  th e  c o m p e t i t o r s  
p r i c e s  a r e  v e r y  im p o r ta n t ,  th ey  have  to  tak e  th in g s  in  to ta l  ; i t  
m a y  w e l l  be th a t  t h e i r  e n g in e ,  t e c h n ic a l ly ,  d o es  so m e th in g  w h ich  
the  c o m p e t i t o r ' s  d o e s  n o t ,  a n d  t h e r e f o r e  they  can  s e t  th a t  off 
a g a in s t  the  p r i c e ,  w h ich  m ig h t  b e  a b i t  h ig h e r .  It m a y  be  th a t  
they  have  a b e t t e r  r e p u ta t io n  a b ro a d  th a n  th e i r  c o m p e t i to r s  h a v e ,  
o r  th a t  the  c u s to m e r  h a s  u s e d  th e i r  en g in e  in  the  p a s t ,  a n d  th ey  
a r e  u s e d  to d e a l in g  w ith  the R . R .
T h e y  d e a l  w ith  e a c h  c a s e ,  in d iv id u a l ly ,  k e ep in g  in  m in d  a l l  the  
m e n t io n e d  a r g u m e n t s .
T h e  l e v e l  of th e  C o n t r a c tu a l  n e g o t ia t io n  
It i s  a l s o  im p o r t a n t  to  u n d e r s t a n d  the  l e v e l  a t  w h ich  the  
C o n t r a c tu a l  n e g o t ia t io n  i s  tak ing  p l a c e .  I t  m a y  b e ,  fo r  in s t a n c e ,  
th a t  i t  i s  r e l a t i v e ly  s m a l l  C o n t r a c t ,  so th e  n e g o t ia to r  i s  a l lo w ed  
to go on w ith  the  r e q u i r e m e n t .  B u t if i t  i s  a  m a jo r  c o n t r a c t ,  w ith  a 
m a jo r  a i r l i n e ,  or they  a r e  t ry in g  to g e t  a n e w  eng ine  in ,  i t  i s  a
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d i f f e r e n t  c a s e .  T h e r e  a r e  a  n u m b e r  of d i f f e r e n t  c u s to m e r s  
they  a r e  s e l l in g  to , in  c e r t a i n  c a s e s ,  i f  i t  i s  an  e x is t in g  e n g in e ,  
they  m a y  b e  d e a l in g  d i r e c t ly  w i th  the  s a m e  l in e ;  i t  i t  is  an  en g in e  
d e a l in g  w ith  a new a i r p l a n e ,  th e  c u s to m e r  is  n o t  the  f in a l  b u y e r  of 
the  a i r p l a n e ,  b u t  is  the  m a n u f a c t u r e r .  If i t  i s  a  p a r t i c u l a r l y  
i m p o r t a n t  p r o g r a m ,  the n e g o t ia t io n s  a r e  h a n d led  by  the  p e r s o n  
r i g h t  at the  top , the  c h a i r m a n .  He w i l l  be ta lk in g  in  a d i r e c t  
b a s i s  w ith  h i s  c o u n te r p a r t  fo r  t h e  c u s t o m e r .  O bv io u s ly  a  lo t  o f  
p r e p a r a t o r y  w o rk  w i l l  be  done by  the  p e o p le  c o n c e rn e d  a t  a l l  l e v e l s ,  
b u t  i t  i s  w h a t th e y  d e c id e  a t  th e  top  le v e l  th a t  m a t t e r s .
T h e  m a in  a c t iv i t i e s
A . T h e  A e r o s p a c e  e n g in e .
B .  I t ’s s p a r e  p a r t s .
C . T h e  s e r v ic e  p r o v id e d  a f t e r  s a l e s ,
D. O v e r a l l  w o rk  fo r  t h e  eng ine  i t s e l f  fo r  c e r t a i n  c u s to m e r s
g e a r e d  to  do t h e i r  own w o rk .
T h e  G ro w th  of ou tpu t f r o m  7 0 - 7 5
If the  co m p an y  is  ta k en  a s  a  w ho le , the  g ro w th  in ou tpu t,  in  r e a l  
t e r m s ,  i s  c o m p a r a t iv e ly  m o d e s t .  A s  f a r  as  B r i s t o l  i s  c o n c e rn e d ,  
the  to ta l  g ro w th  in ou tpu t h a s  n o t  a l t e r e d  v e r y  m u c h  in  r e a l  t e r m s .
T h e  E c o n o m ic  s i tu a t io n  a n d  i t s  im p l ic a t io n  to  the  g ro w th  of ou tp u t.__
T h e  s e r v i c e  (m i l i ta ry )  s u p p l ie s ,  a n d  h e n c e  output, i s  n o t  s e n s i t iv e  
to th e  t r a d e  c y c le ,  bu t the  c o m m e r c i a l  p r o d u c ts  a r e .  If we tak e  
D e rb y ,w h ic h  a r e  s e l l in g  R B 211 to the  c iv i l  a i r l i n e s ,  th ey  a r e  v e r y  
s e n s i t iv e  to the e co n o m ic  s i tu a t io n .  A i r  t r a v e l  is  a lw a y s  s e n s i t iv e  
to the g e n e r a l  e co n o m ic  s i tu a t io n ,  an d  b e c a u s e  of the r e c e s s i o n ,  
a i r l i n e s ,  a r e  n o t  p la c in g  o r d e r s  fo r  new  a i r c r a f t .  O b v io u s ly  D e rb y  
h a s  b e e n  cau g h t  b y  th is  a s  t h e r e  a r e  no o r d e r s  fo r  the e n g in e s  f o r  the  
new  c iv i l  a i r c r a f t .
1 1 .
S P E C IA L  F E A T U R E S  
M o n o p o l is t ic  C o n d itio n  
G o v e rn m e n t  P u r c h a s e s
A s f a r  a s  H M G i s  c o n c e r n e d ,  th ey  a r e  in  a  m o n o p o l i s t ic  s i tu a t io n .  
T h e  G o v e rn m e n t  w ould  no t  b u y  e n g in e s  f r o m  a n y w h e re  e l s e  fo r  
the  m i l i t a r y  a i r c r a f t s .
E q u a l ly  i f  B r i t i s h  A irw a y s  p r u c h a s e d  a i r o p l a n e s ,  i t  i s  e x t r e m e l y  
u n l ik e ly  to buy  an a i r c r a f t  w h ich  h a s  n o t  got R . R .  e n g in e .
T ech n o lo g y
T h e  o th e r  f a c t o r s  w h ich  g ive  R . R .  the m o n o p o l i s t ic  co n d i t io n ,  i s  
te ch n o lo g y , in  th e i r  c a s e  th ey  have  s u p e r i o r i t y ,  and  a m o n o p o ly ,  
in  an engine u s e d  in  the v i r t i c a l l y  ta k e  off c o m p a c t  a i r p l a n e . I t  is  
the  only  o p e ra t io n a l  v e r t i c a l  tak e  off a i r c r a f t  in  the  w o r ld .  A s  a  
r e s u l t  of th a t  s u p e r i o r i t y  th ey  so ld  a  g r e a t  m a n y  e n g in e s ,  n o t  
only to  the  B r i t i s h  M a r in e ,  b u t  a l s o  to  the  U .S .  M a r in e .  T h a t  i s  
an  e x a m p le  of the e x p e c ta t io n a l  c i r c u m s t a n c e s  th a t  n e e d  to e x i s t  
b e fo re  th ey  a r e  a b le  to p e n e t r a t e  th e  U .S .  m i l i t a r y  m a r k e t .  T h e  
te c h n o lo g ic a l  s u p e r i o r i t y  g iv e s  th e m  a m o n o p o l i s t ic  c o n d i t io n .
L ook ing  ah ead  
P o te n t i a l  A c t iv i t i e s :
1. T h e y  a r e  d e v e lo p in g  the  R B 2 1 1 ,  b e c a u s e  a lth o u g h  th e  m a r k e t  
i s  open to i t ,  they  h a v e  to  c o n s id e r  i t s  c o m m e r c i a l  v a lu e  in  1 5 
y e a r s  t i m e .
2. T h e y  a r e  a l s o  lo o k in g  a t  d ev e lo p in g  w ha t i s  c a l l e d  a n  
in t e r m e d ia t e  c r o s s  e n g in e ,  to  p o w e r  a n  a i r c r a f t  w ith  a  g r e a t e r  
n u m b e r  of s e a t s .  T h a t  co u ld  be  a l a r g e  p a r t  of th e i r  b u s in e s s  in  
the  f u tu r e .
3 . T h e y  a r e  look ing  a t  new  e n g in e s  w ith  new  c h a r a c t e r i s t i c s ,  
low n o is e  and  low p o l lu t io n .
4 . T h ey  a r e  look ing  a t  new  e n g in e s  f o r  b u s i n e s s  t r i p s .
5. T h e r e  i s  a jo in t  p r o g r a m m e  b e tw e e n  G e r m a n y ,  U .K .  and  
I ta ly ,  in  the  m i l i t a r y  s id e  of a new  e n g in e .  W hich u l t im a te ly  cou ld  
be  b e n e f i t i a l  to  R . R .
1 2 .
R & D
R e s e a r c h  and  d e v e lo p m e n t  in  the a e r o s p a c e  i s  v i t a l .  A e r o s p a c e  
c o m p a n ie s  sp en d  a l a r g e r  p ro p o r t io n  of t h e i r  r e s o u r c e s ,  in  th e  
r e s e a r c h  an d  d e v e lo p m e n t  th a n  an y  o th e r  type  of b u s in e s s  o r g a n i s a t i o n .  
A bou t 25% of R . R , ' s  to ta l  tu r n o v e r  is  d i r e c t e d  for R  & D.
T h e  in t e r e s t i n g  th ing  i s  th a t  the  b u lk  o f  the  a m o u n t  sp e n t  on R  & D 
i s  no t i n t e r n a l  f in a n c e ,  b u t i s  p a id  fo r  m o s t ly  b y  the  g o v e rn m e n t ,  
an d  R . R .  w o u ld  m ake  a p r o f i t  on i t .
C a p a c i ty  in  u s e  and  p la n n e d
R . R .  a r e  t e m p te d  to u s e  th e i r  c a p a c i ty  in  fu l l  , b u t  the  b a s i c  
p r o b le m ,  in  B r i s t o l ,  i s  th a t  they  a lw a y s  h a v e  a  d e v ia t io n  b e tw e e n  
w h a t  i s  p la n n e d  and  w h a t  i s  u s e d ,  th a t  i s  b e c a u s e  they  p ro d u c e  
a c c o r d in g  to o r d e r s .
In D e rb y ,  b e c a u s e  th ey  p ro d u c e  fo r c o m m e r c i a l  a i r c r a f t  m a n u f a c tu r e ,  
th ey  h av e  n o t  got fu ll u t i l i s a t io n  of c a p a c i ty  b e c a u s e  of the  e c o n o m ic  
s i tu a t io n .
P r  o f i tab i l i ty
R  & R  in  the  p a s t  5 y e a r s  h a s  h a d  d e c l in in g  p r o f i t s .  T h e  p r o b le m  
is ,  a l th o u g h  th ey  have  c l a i m e d  p r o f i t s ,  l ik e  any c o m m e r c i a l  u n d e r ­
ta k in g ,  th ey  a r e  to ta l ly  f in a n c e d  by the  g o v e rn m e n t ,  an d  t h e r e f o r e  
th e i r  a c c o u n ts  a r e  n e a r l y  b o o k -k e e p in g ,  w h ich  do no t m e a n  a g r e a t  
d e a l ,  in  t e r m s  of how  the  r e s o u r c e s  a r e  p ro f i t a b le .
D iv e r  s i f ic a t io n
L ik e  any  A e r o s p a c e  co m pany , th ey  f in d  i t  d if f icu l t  to d iv e r s i f y .
T h ey  u s e d  to  have  R  & R  C a r s ,  w h ich  w as a v e r y  p r o f i t a b l e  u n d e r ­
tak in g ,  b u t  th a t  w a s  in e x i s t e n c e  f r o m  the v e r y  b eg in n in g ,  an d  th ey  
d iv e r s i f i e d  f r o m  c a r s  to  A e ro  e n g in e s .
If a e r o s p a c e  c o m p a n ie s  find  a sp in  off of th e i r  a c t i v i t i e s ,  th ey  ten d  
no t to d iv e r s i f y  th o se  a r e a s ,  bu t to s e l l  i t .  T h is  i s  b e c a u s e  th ey  a r e  
no t in c l in e d  to go in to  th is  a r e a ,  o r  f e e l  they  do n o t  h a v e  the  s k i l l s ,  
and  the  e x p e r t i s e  n e c e s s a r y  to  c o m m e r c i a l l y  e x p lo i t  it, o r  do n o t  
have  the  c a p a c i ty .
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T h e  only  e x c e p t io n  to th a t  s t a t e m e n t  i s  H aw k er  S id ly ,  w h ich  
b e g a n  th e i r  d iv e r s i f i c a t io n  p la n e s  in  the  e a r l y  1960s. T h ey  
s u f f e re d  a lo t  of p r o b le m s  fo r  a few y e a r s ,  b u t  a r e  now a 
d iv e r s i f i e d  com pany  in  w hich  A e r o s p a c e  i s  a s ig n if ic a n t  p r o p o r t i o n  
of th e i r  w o r k .  A s i m i l a r  c o m p an y  in  the  U .S .  h a d  e x a c t ly  th e  s a m e  
p r o b le m s  in  t r y i n g  to  d iv e r s i f y .  A e r o s p a c e  i s  a  v e r y  s p e c i a l i s e d  
in d u s t r y .
T h e  e f fe c t  of the  e l im in a t io n  of t a r r i f  in  the  co m p an y s  p e r f o r m a n c e .  
T h e r e  h a s  b e e n  v e r y  l i t t l e .  T he  only s p e c i f ic  c a s e  the  c o m p a n y  c an  
r e c a l l ,  i s  the  t a r r i f  w hich  p r e v io u s ly  e x i s t e d  on an  en g in e  a s  
p a r t  of a  c e r t a i n  a i r c r a f t ,  h a s  b e e n  r e d u c e d ,  an d  so  h e lp e d  the 
r e d u c t io n  of the  p r i c e  o f  the  a i r c r a f t .  T h is  eng ine  i s  now a t  the  
end  of i t s  l i f e .  So th e r e  h a s  h a r d ly  b e en  any  e f fe c t  f r o m  t a r r i f  
r e d u c t io n .
W h a t ten d s  to h a p p en  is  th a t  m o s t  o f  th e  e n g in e s  p ro d u c e d  in  B r i s t o l  
a r e  n o t  f o r  U .K .  a i r  f r a m e s ,  b u t  fo r  A m e r i c a n  o r  E u r o p e a n  a i r f r a m e s
W hen  th e r e  is  a  c o - o p e r a t iv e  p r o g r a m m e  w ith  a fo r e ig n  m a n u f a c tu r e r ,  
i t  c e a s e s  to b e  a U .K .  v e n tu r e ,  th u s  e l im in a t in g  t a r r i f s  d o e s  n o t  count 
h e r e .
T h e  f le a t in g  of the £ a n d  i t s  e f fe c t .
I t  h e lp s  w h e re  th ey  have  a p ro d u c t ,  w h o se  m a jo r  m a r k e t  i s  in  the  
U n ited  S ta te s ,  l ik e  the  R B  2 11, W ith  the  ROW the s i tu a t io n  i s  s i m i l a r  
to th a t  of t h e  U n ited  S ta te s ,  any  d e v a lu a t io n  in the  £ h e lp s ,  b e c a u s e  
i t  r e d u c e s  the  p r i c e ,  in  t e r m s  of how m a n y  pounds  c a n  b e  o b ta in e d  
fo r  d o l l a r s .  W hile  d e v a lu a t io n  i s  k e ep in g  up w ith  the  d i f f e r e n t i a l  r a t e  
of in f la t io n ,  R . R .  sh o u ld  k e ep  the  p o s i t io n  o f  th e i r  p r i c e .  T h e  
e x c e p t io n  to th a t  i s  the  r i s in g  c o s t  of im p o r t e d  m a t e r i a l s  w h ic h  go  
in to  the  e n g in e s ,  a l s o  b e c a u s e  of th e  d e v a lu a tio n  of th e  £ ,  b u t  th a t  
i s  a  s m a l l  p r o p o r t io n  of the  to ta l .
T h e  s i tu a t io n  in  E u r o p e  d ep en d s  upon how the  eng ine  is  b e in g  so ld .
If d e a l in g  in  th e  fo r e ig n  c u r r e n c y ,  th e n  m o r e  pounds  a r e  g a in ed  fo r  
a g iven  E u r o p e a n  c u r r e n c y .  I f  d e a l in g  in  £ ' s i t  w i l l  d e p en d  a g a in  on
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the  o th e r  c u r r e n c y ,  and i t s  s i tu a t io n ,  w hich  w i l l  e f f e c t  the  c o m p e t i t iv e  
p o s i t io n  of the  p r o d u c t s .  R . R .  w i l l  d e a l  by  in d iv id u a l  c a s e s ,  w h e r e  
the  £ and  i t s  p r i c e  i s  n o t  the  e ffec t iv e  e le m e n t  in the  n e g o t ia t io n .
T h e  d e v a lu a t io n  o f  £ is  n o t ic e d  w h e n  a n  R . R  e n g in e  i s  b e in g  i n s t a l l e d  
in  a  new  a i r c r a f t  be ing  bought a b r o a d .  T h e  m o r e  the  d e v a lu a t io n  the 
m o r e  the  c o m p e t i t iv e  p r i c e ,  an d  b e c a u s e  R . R .  h a s  b e e n  q u o ting  a 
p r i c e  in  s t e r l in g  th e i r  p r i c e  h a s  b e e n  c o m p e t i t iv e ,  b u t  only 
m a r g in a l ly  so b e c a u s e  of in f la t io n  and  r i s i n g  c o s t s .
T h e  e f fe c t  of B r i tc i in s  e n t r y  to the  c o m m u n i ty  in  th e  y e a r s  73 - 75 an d  
the  e x p e c ta t io n  f o r  the  y e a r s  76 - 8 0.
In the y e a r s  73 - 75 they  can  say th a t  the  e f fe c t  on s a l e s  w a s  n i l l .
T h e  e x p e c ta t io n s  in the  5 y e a r s  to  c o m e ,  1976 - 1980 i s  the  s a m e  
a g a in .
T h e  e x p la n a t io n  i s  th a t  b e ing  a m e m b e r  o f  the  E E C  R . R .  h a v e  to 
w o rk  to w a rd s  E u r o p e a n  a e r o s p a c e  p r o g r a m m e s ,  n o t  n e c e s s a r i l y  
to w a rd s  an in te g r a te d  a e r o s p a c e  in d u s t r y  b u t  m o r e  p r o d u c t s  on  a  
E u r o p e a n  b a s i s  .
T h a t  d o e s  n o t  n e c e s s a r i l y  m e a n  m o re  b u s in e s s  fo r  R . R .  en g in e  
b e c a u s e ,  e a c h  c o u n try  w i l l  w an t to have  the  m a n u fa c tu r e  an d  
d e v e lo p m e n t  s h a r e  of the  p r o g r a m m e  e q u iv a le n t  to  t h e i r  own s h a r e  of 
the  to ta l  m a r k e t ,  A c a s e  in  p o in t  i s  the  m i l i t a r y  p r o g r a m m e  b e tw e e n  
U . K . ,  G e r m a n y  an d  I ta ly .  T h e  s h a r e  of the  U . K . ,  th ro u g h  R . R .  i s  
a r o u n d  40% - 45%, the  G e r m a n  s h a r e  i s  s l ig h t ly  l e s s  th a n  th a t ,  3 5% - 
40%, and th e  I ta l ia n  s h a r e  i s  the r e m a i n d e r ,  15% - 2 5%. T h o s e  
p e r c e n ta g e s  c o r r e s p o n d  to the  a n t ic ip a te d  u s e  of the  a i r c r a f t  b y  e a c h  
c o u n t ry .  So t h e r e  is  no th ing  to  i n c r e a s e  the  s h a r e  of the  m a r k e t  by  
the  c o l la b o ra t iv e  p r o g r a m m e s ,  w hich  i s  the c h ie f  a im  o f  th e  E E C  
c o m m is s io n .  R . R . ' s  p o s i t io n  in  the 1 9 5 0 's and  I 9 6 0 ' s w hen  B r i t a i n  
w a s  cap a b le  of f in an c in g  the  d e v e lo p m e n t  of A e ro  e n g in e  and  a i r o ­
p la n e s  on i t s  own, they  a lw a y s  h oped  to , no t only  s a t i s f y  t h e i r  d o m e s t ic  
m a r k e t ,  b u t  e x p o r t  a s  w e ll ;  i f  they  c o l la b o ra te  the op tion  of e x p o r t  w i l l  
be  r e m o v e d .  T he  c o u n try  to  w h ich  they  w o u l d  e x p o r t  i s  s h a r in g  the
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w o rk  and p r o g r a m m e s  i t s e l f .  T h ey  c a n n o t  av o id  th is  s i tu a t io n  b e c a u s e  
the  c o s t  of d eve lop ing  a e r o s p a c e  p ro d u c ts  i s  so g r e a t ,  th a t  t h e r e  i s  
no w a y  the  U .K .  cou ld  d e v e lo p  an y  m a j o r  a e r o s p a c e  p r o g r a m m e  
h e r s e l f .
Jo in in g  the  E E C  w il l  give R . R .  a  b ig g e r  im p e tu s  to w a rd s  m o re  
c o l l a b o r a t io n  w ith  E E C  p a r t n e r s .
O th e r  a r e a s  of a d v an tag e  in  jo in in g  the E E C .
T h e r e  h a s  b e e n  r e c e n t  p r o p o s a l s  f r o m  the i n d u s t r i a l  c o m m is s io n  
of the E E C  r e g a r d in g  th e  E u r o p e a n  a e r o s p a c e  m a r k e t ,  b o th  
m a n u f a c t u r e r s  a n d  c u s t o m e r s .  R a th e r  th a n  s i t t in g  by , a s  the  
c o m m is s io n  h a s  done so f a r ,  to  le t  m e m b e r  c o u n t r ie s  c o m e  to - 
g e th e r  on an  a r b i t r a r y  b a s i s  to  d e a l  w ith  ad v an c e d  p r o g r a m m e s ,  the  
c o m m is s io n  w i l l  i n c r e a s in g ly  w a n t  to c o n t r o l  f o r  i t s e l f  the  g e n e r a t io n  
of a d v an ced  p r o g r a m m e s .  T h e  key  to th is  c o n t ro l  w i l l  be  the  
C o m m is s io n s  c o n t r o l  of th e  s\:ç)ply of f in a n c e  to  th o s e  p r o g r a m m e s .
A t the  m o m e n t  the  C o m m is s io n  d e v o te s  no  m o n e y  to a e r o s p a c e ,  i t  
co u ld  w e l l  b e  th a t  the  E E C  b u d g e t  w i l l  devo te  m o n ey  to  the  a e r o s p a c e  
in d u s t r y .
If th a t  i s  the  c a s e ,  w ith  the  c o m m u n i ty  h o ld ing  an i n c r e a s in g  s h a r e  of 
the  in i t i a t iv e  in s t e a d  of in d iv id u a l  c o u n t r i e s ,  th en  the b a la n c e  of p o w er  
w i l l  s h i f t  w ith  the c o m m is s io n  b e in g  m o r e  r e s p o n s ib l e  in  d ec id in g  
w h a t w i l l  be done . In s te a d  of the m a n u f a c tu r e r ,  lobbying  th e i r  own 
g o v e rn m e n t  to  do s o m e th in g ,  the c o m m is s io n  w il l  u n d e r ta k e  i t .
W h at th ey  h av e  found in  E u r o p e ,  a s  r e g a r d s  a l l  the t e c h n o l o g ic a l  
i n d u s t r i e s  in  the  E E C ,  is  th a t  n a t io n a l  in d e p e n d e n c e ,  j e a lo u s y ,  
s u s p ic io u s ,  a n d  d i s t r u s t ,  a r e  a s  s t r o n g  a s  e v e r  and  i t  w i l l  tak e  a  
long t im e  to o v e rc o m e  th e m .
One o f th e  m a j o r  long t e r m  o p p o r tu n i t ie s  in  e n te r in g  is  th a t  the  
c o m m u n ity  i t s e l f  w il l  h a v e  c o n t ro l  o v e r  the  f in an ce  of th e  tech n o lo g y  
p r o g r a m m e .
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T h e  C o m p e t i t io n  f r o m  E u r o p e a n  c o u n t r i e s  to  p e n e t r a t e  th e  U .K .  m a r k e t .  
None h a s  o c c u r r e d , . m a in ly  fo r  the  s a m e  r e a s o n s  a s  R . R .  g e t t in g  in to  
the  E E C .  W ith  b u s in e s s  j e t s ,  a  F r e n c h  a i r c r a f t ,  r u n  by an  A m e r i c a n  
e n g in e ,  w h ich  R . R .  a s s u m e s  w a s  s u b je c t  to  a  t a r r i f  and  the  r e m o v a l  
a s s i s t e d  i t ' s  s a le  in  th is  c o u n t r y .  T h e r e  i s  no  f i r m  e v id e n c e  h o w e v e r  
th a t  the  s a le  of th is  j e t  w ould  n o t  o th e r w is e  h a v e  a c c r u e d  i f  the  t a r r i f  
h ad  n o t  b e e n  r e m o v e d .
T h e  e x p e c ta t io n  of the  i n c r e a s e  of the  s a le s  due to  the  e n t r y  
It w a s  s t a t e d  in the  p r e l i m i n a r y  q u e s t io n n a i r e  th a t  the  i n c r e a s e  w i l l  
be 5%, b u t  th a t  w a s  an e s t im a t io n ,  an d  m a y  n e v e r  h a p p en  f o r  the 
r e a s o n s  m e n t io n e d  a b o v e .
E c o n o m ie s  of s c a l e s  the  C o m p an y  e n jo y s ,  an d  the  E E C .
T h e  lo n g e r  ru n  p r o c e s s  h a s  a  t r e m e n d o u s  e f fe c t  on the  c o s t  in  th e i r  
c a s e .  M ak ing  m o r e  e n g in e s ,  the c o s t  c o m e s  dow n .
If they  a r e  eng ag in g  in a c o l la b o ra t io n  p r o g r a m m e ,  th ey  c a n  e x p an d  
the m a r k e t  su ff ic ie n t ly  to give th e m  th e  k in d  of e c o n o m ic s  of s c a le  •
It m a y  n o t  i n c r e a s e  e a c h  m a n u f a c t u r e r s  t o t a l  s a l e s ,  b u t  i t  w i l l  m e a n  
th a t  the  p r o d u c t  i s  m a d e  m o r e  e f f ic ie n t ly ,  a n d  m a y  u l t im a te ly  im p r o v e  
the  p r o s p e c t  of the  a i ro p la n e  o u ts id e  the  c o u n t r i e s  th a t  a r e  c o l l a b o r a t in g .  
T h is  w a s  th e  p r o b le m  R . R .  h ad  to fa c e  r e g a r d i n g  the A m e r i c a n  
C o m p a n ie s  who have  a d v a n ta g e s  b e c a u s e  of the  e x te n t  of t h e i r  h o m e  
m a r k e t  (c iv i l  and  m i l i t a r y ) ,  w h ich  a lw a y s  h a s  b e e n  l a r g e r  th a n  R . R , ' s .
S p re a d in g  in i t i a l  c o s t s
T h ey  have  n o t  e x p e r ie n c e d  th a t  y e t ,  b e c a u s e  none  of the  c o l l a b o r a t iv e  
p r o g r a m m e s  have  a c h ie v e d  the  v o lu m e  of s a l e s  th a t  w o u ld  e n ab le  th is  
im p r o v e m e n t  to  a c c r u e .
T h e  u s e  of h igh  c a p a c i ty  m a c h in e s
C e r ta in ly ,  R . R .  u s e  s o p h is t i c a te d  m a c h in e s  b e c a u s e  the  m a t e r i a l s  
n e c e s s a r y  to  m a k e  a e r o  en g in es  n e e d  h igh  q u a l i ty  m a c h in e r y .
CASE STUDY N o. 2
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R e e d  P a p e r  & B o a r d  ( U .K . )  L td .
L O C A T IO N : New H ay  the  H o u se ,  A y le s f o rd ,  K e n t .
C O N T A C T : D r .  J . D .  VINCENT  ̂D i r e c t o r  of E c o n o m ic
P la n n in g
R e e d  G ro u p  " P a p e r  D iv is io n "
R e e d  P a p e r  & B o a rd  ( U .K . )  L td .
B a c k g ro u n d :
T h e  C o m p an y  i s  p a r t  of the R e e d  G ro u p ,  w hich  h o ld s  s e v e r a l  
v e n t u r e s ,  a p a r t  f r o m  the  " P a p e r  D iv is io n "  w h ich  th is  c a s e  s tudy  
i s  ab o u t .  T h e s e  v e n tu r e s  a r e  I n te r n a t io n a l  P u b l i s h in g  C o r p o r a t io n ,  
M i r r o r  G ro u p  N e w s p a p e r s ,  W all  P a p e r  M a n u f a c tu r e r s  a n d  R e e d  
B u ild in g  P r o d u c t s .
T h e r e  i s  c o n s id e r a b le  d iv e r s i f i c a t io n  f r o m  p a p e r  an d  c o n v e r te d  
p a p e r  p r o d u c t s ,  p a c k a g in g ,  p u b l ic a t io n  to  b u ild in g  p r o d u c t s ,  
'd o - i t ' - y o u r s e l f  ' p r o d u c ts  an d  p l a s t i c s ,
R e e d  G roup  & P a p e r  D iv is io n  h a s  b e e n  s u c c e s s f u l  in  r e c e n t  y e a r s  
in im p r o v in g  i t s  r e t u r n  on c a p i t a l  e m p lo y e d .  T h is  h a s  b e e n  due, 
in  p a r t ,  to h ig h e r  p r i c e s  fo r  i t s  p ro d u c ts ,  an d  to  m a x im is in g  the  
e f f ic ie n c y  w ith  w h ich  i t s  o p e r a t io n s  a r e  c o n d u c te d .  H o w e v e r  the  
e f f e c t s  o f  in f la t io n  on c a p i t a l  r e q u i r e m e n t s  h av e  a d d e d  g r e a t e r  
e m p h a s i s  to th e  D iv is io n s  p lan s  fo r d e v e lo p in g ,  a lo n g s id e  i t s  
p a p e r  m ak in g  o p e r a t io n s ,  i t s  l e s s  c a p i t a l - in te n s iv e  a c t i v i t i e s ,  
in c lu d in g  the  e x p a n s io n  of such  o p e ra t io n s  w ith in  the  E E C .
R e e d  P a p e r  & B o a rd  ( U .K . )  L t d . , a l th o u g h  a f fe c te d  by  r a w  
m a t e r i a l  s h o r t a g e s ,  and r e s t r i c t i o n s  of p r i c e  c o n t r o l s ,  in the  
l a s t  2 y e a r s  (1 974-1975), w a s  ab le  to o p e r a t e  s u c c e s s f u l ly  and 
v e r y  p ro f i t a b ly  a t ,  o r  n e a r ,  fu l l  c a p a c i ty .
A s a s id e - e f f e c t  o f  the  in f la t io n ,  i t  w a s  h i t  by  the  d o w n tu rn  
in  the m a r k e t  due to s u b s ta n t i a l  d e - s to c k in g  by c u s t o m e r s .
It  m a d e  a d v a n c e s  in the u s e  o f  s e c o n d a ry  f i b r e ,  m a d e  f r o m  w a s t e - 
p a p e r .  T h is  i t  s e e s  a s  o f fe r in g  the  m a in  o p p o r tu n i ty  fo r  the 
U .K .  p a p e r  in d u s t ry  in the f u tu r e .
In p a p e r  c o n v e r t e d  p r o d u c t s  the  com pany  is  c o n s id e re d  the  l a r g e s t  
p a p e r  p ro d u c t  d e a le r  o u ts id e  the U .S .A .
T h e r e  i s  c o n s id e r a b le  d iv e r s i f i c a t io n ;  w ith in  th e  g ro u p ; f r o m  
p a p e r  p lu s  c o n v e r te d  p a p e r  p r o d u c t s ,  p a ck a g in g ,  an d  p u b l ic a t io n s ,  
to  b u ild ing  p r o d u c t s ,  d o - i t - y o u r s e l f  p r o d u c ts  and  p l a s t i c s .
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M ain  a c t iv i t i e s
T h e  co m p an y  p r o d u c e  a  w ide ra n g e  of p a p e r  p r o d u c t s ,  f r o m  new  
p r i n t s  to p r in t in g ,  p a ck a g in g ,  a id s ,  t i s s u e s  and a v e r y  w ide  r a n g e  
of o th e r  p a p e r  p r o d u c t s .  T h e i r  n e w s p a p e r s  h a v e  the  l a r g e s t  
c i r c u la t io n s  o u ts id e  the U . S . ,  and  in t e r m s  of m a g a z in e s  the  
co m p an y  is  p ro d u c in g  the l a r g e s t  n u m b e r  of m a s s  c o n su m p t io n  
m a g a z in e s  in  the  w o r ld .
W ho h a n d le s  the  s a l e s
It v a r i e s  a c c o r d in g  to  the  p r o  due t, in  the p a p e r  and  w a l l  p a p e r  
s e c t o r ,  the  c o m p an y  h a s  a d e c e n t r a l i s e d  s a le s  s t r u c tu r e  i . e .  the 
m i l l s  w h ich  p ro d u c e  the p r o d u c ts  have  th e i r  own s a l e s  an d  
m a r k e t in g  o r g a n i s a t i o n s .
T h e  S a le s  fu n c tio n  and  the  m a r k e t in g  fu n c t io n  
T h e  two fu n c tio n s  a r e  m e r g e d ,  s in c e  the  com pany  h a s  p r o f i t  
c e n t r e s .  T h e s e  in  the  c a s e  of m i l l  o p e r a t io n s ,  c o n s i s t s  of one 
m i l l ,  o r  s e v e r a l  m i l l s  c o m b in e d .  T he  p r o f i t  c e n t r e  i t s e l f  h a s  
i t s  s a l e s ,  m a r k e t in g  a n d  s ta f f  o r g a n i s a t i o n s ,  and  is  u n if ied  u n d e r  
the h e a d  of the p r o f i t  c e n t r e ,  w ho m a y  be  a m a r k e t in g ,  s a l e s  o r  
p ro d u c t io n  m a n .  He is r e s p o n s ib l e ,  in f in a n c ia l  t e r m s ,  fo r the  
w hole  r a n g e  of a c t i v i t i e s  of the  p r o f i t  c e n t r e ,  f r o m  p u r c h a s in g  
to m a n u fa c tu r e ,  and  s e l l in g  of the  p r o d u c t .
T h e  co m p an y  h a s  had  d i f f e r e n t  s t r u c t u r e s  o v e r  the  l a s t  30 y e a r s ,  
the above  s t r u c t u r e  h a s  b e e n  u s e d  s in c e  1971, an d  th ey  a r e  s a t i s f i e d  
w ith  i t .
C o m p e t i t io n
H is to r i c a l l y  th e  c o m p an y  h a s  n e v e r  h a d  a m o n o p o l is t ic  p o s i t io n .
T h e  c o m p r e h e n s iv e  le g i s l a t i o n  a g a in s t  m o n o p o lie s  a n d  r e s t r i c t i v e  
t r a d e  p r a c t i c e s  p re v e n t in g  a co m p an y  hav ing  m o re  th an  30% s h a r e  
of the m a r k e t ,  s to p s  th is  s i tu a t io n  d e v e lo p in g .
R e g a r d in g  t h e i r  m a in  c o m p e t i t o r s ,  in the hom e  m a r k e t  t h e s e  v a r y  
a c c o r d in g  to the  r a n g e  of p r o d u c t s ,  a n d  b e c a u s e  of th e  n a tu r e  of the 
p a p e r  p r o d u c t s .
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P a p e r  is  a v e r s a t i l e  i n d u s t r i a l  m a te r i a l ,  w h ich  h a s  b e e n  u s e d  a s  
a r a w  m a t e r i a l  f o r  h u n d re d s  of u s e s ,  so  th e  s e g m e n t  o f  th e  
m a r k e t  i s  im p o r ta n t  to de fm e  b e f o r e  a n a ly s in g  the c o m p e t i t iv e  
p o s i t io n .
T h e  c o m p an y  i s  the  s u p p l ie r  of m a t e r i a l  to  a g r e a t  m an y  i n d u s t r i e s ,  
and  ev en  if the a n a ly s i s  i s  l im i t e d  to  c o r r u g a t e d  c a s e s  t h e r e  a r e  
p r a c t i c a l l y  no m a n u fa c tu r in g  in d u s t ry  w hich  do n o t  u s e  c o r r u g a t e d  
c a s e s  f o r  t h e i r  p r o d u c t s .
P r i c i n g  P o l i c y
In the U .K .  d u e  to the  p r i c e s  and  in c o m e s  c o n t r o l ,  the  p o l ic y  h a s  to 
c h a n g e  f r o m  one y e a r  to  a n o t h e r .  T h e r e  i s  a p r i c e  code w h ic h  c o n t r o l s  
the  c o s t  w hich the co m p an y  c an  p a s s  on to the  c u s to m e r ;  th e  code 
d i f f e r s  f r o m  one in d u s t r y  to  a n o th e r .  In  the  c o m p an y s  g ro u p  o f  
i n d u s t r i e s  (G roup  1 b e c a u s e  of the  s iz e  of th e  o p e r a t io n s  a n d  the  
a n n u a l  tu r n o v e r )  the  co m p an y  c a n n o t  p ro d u c e  an y  p r i c e  c h an g e  
w ith o u t  s p e c i f i c  a p p ro v a l  f r o m  the  p r i c e  c o m m is s io n .  T h e  p r i c e s  a t  
the  m o m e n t ,d o  n o t  p r o v id e  a  s a t i s f a c t o r y  r e t u r n  on c a p i t a l  in v e s t e d .  
G ro w th  of t r a d e  in 1971 - 197 5.
In p a p e r  p r o d u c t s ,  the  c o m p a n y 's  t r a d e ,  in s a l e s  v a lu e ,  o v e r  the
p a s t  f ive  y e a r s  h a s  b e e n  i n c r e a s i n g .  T h a t  i s  d u e tto  a  l a r g e  e x te n t ,  to
in f la t io n  r a t h e r  than  to an i n c r e a s e  of p r o f i t  m a r g i n s ,  o r  e a r n in g
c a p a c i ty  of the p a p e r  and  b o a r d  m a k in g  o p e r a t i o n s .
O u tp u t  and  s a l e s ,  in v o lu m e ,  (ton) h a s  d e c l in e d  b e c a u s e  th e r e  h a s
b e e n  two b a d  y e a r s  (1971 an d  1975), d u r in g  w h ic h  the c o m p a n y ,  and
the w hole  of th e  U . K . ,  and E u r o p e a n  p a p e r  i n d u s t r y  (in  M a c ro
e c o n o m ic  t e r m s ) ,  h a d  v e r y  b a d  d e m a n d  an d  e x t r e m e l y  d i f f ic u l t  m a r k e t
c o n d i t io n s .  T h is  d id  n o t  a l lo w  a s u f f ic ie n t ly  h ig h  u t i l i z a t io n  of c a p a c i ty ,
so m e  of the co m p an y  o p e r a t io n s ,  p ro d u c e  l o s s e s ,  and  o v e r  the  p a s t
f iv e  y e a r s  the  com pany  sh u t  dow n  th e i r  n o n - v a r i a b l e  o p e r a t io n s .
S p e c ia l  f e a t u r e s  the  C om pany  p o s s e s s  w h ich  h e lp s  i t s  c o m p e t i t iv e  
p o s i t io n  in the  m a r k e t
In a n u m b e r  of s e c t o r s  of the  c o m p a n y 's  a c t i v i t i e s  th ey  u t i l i s e  
a d v an c e d  te ch n o lo g y .  T h e y  b e l ie v e  they  a r e  s p e c i a l i s t s ,  a n d  in d e e d
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p i o n e e r s ,  in  the  u s e  of r e c y c le d  f ib r e  i . e .  the  u s e  of g r a d e d  o r  
u n g ra d e d  w a s te  p a p e r  w h ich  i s  c o n v e r te d  in to  v a r i o u s  p a p e r  g r a d e s ,  
t h i s  s a v e s  the  co u n try  m a n y  m i l l io n s  of pounds  in  im p o r te d  
p u lp s .
In o th e r  s e c t o r s ,  the c o m p an y  b e l i e v e s  th a t  th e i r  te c h n o lo g y  is  
s u p e r io r  to  th a t  o f  e v e ry b o d y  e l s e ,  n o t only  in th e  U, K. b u t  in  
E u r o p e .
R  & D
A s s ta t e d  a b o v e ,  the te ch n o lo g y  of the  c o m p an y  i s  s u p e r io r  to 
s i m i l a r  i n d u s t r i e s  in  E u r o p e ,  due to  t h e i r  R  & D a c t i v i t i e s .
T h e  g ro u p  h a s  a l a r g e  o rg a n is a t io n ,  know n a s  " R e e d  e n g in e e r in g  
and  d e v e lo p m e n t  s e r v i c e s , "  i n  c h a rg e  of e n g in e e r in g  d e v e lo p m e n t ,  
p r o d u c t  d e v e lo p m en t ,  and  a l s o  u n d e r t a k e s  c o n s u l ta n c y  s e r v i c e s  f o r  
o u ts id e  f i r m s .  T h ey  h av e  b u i l t  p a p e r  an d  b o a r d  m i l l s  a l l  o v e r  the 
w o r ld .
M a r k e t in g  o th e r  P r o d u c t s :
T h e  c o m p a n y  d o es  m a r k e t  p ro d u c ts  o th e r  th an  t h e i r  ow n . T h e y  
h av e  a l a r g e  m e r c h a n t  s u b s i d i a r y  w h ich  w i l l  s e l l  an y  c o m p a n y 's  
p r o d u c t s ,  c o m p e t in g  w ith  a l l  m a r k e t  p a r t n e r s .  T h e i r  m e r c h a n t  
s u b s id i a r y  b u y s  in w h a te v e r  m a r k e t  i t  wg.nts, and  s e l l s  w h a te v e r  
i t  c a n .
T h e  p a p e r  d iv i s io n  c o n s i s t s  o f  the  m i l l s ,  the  m e r c h a n t  o r g a n i s a t io n ,  
the  e n g in e e r in g  and  d e v e lo p in g  s y s t e m  a n d  o th e r  a c t i v i t i e s .  
M o d if ic a t io n  of th e  p r o d u c t :
T h ey  do m odify  th e i r  p ro d u c ts  o c c a s io n a l ly ,  a c c o r d in g  to  
c o n s u m e r  r e q u i r e m e n t s , " i f  they  did n o t ,  th ey  w o u ld  go ou t of 
b u s i n e s s . "
B r a n d  n a m e  :
In c e r t a i n  m a r k e t  s e c t o r s ,  they  have  b r a n d  n a m e s ;  th a t  is  i f  the  
b r a n d  n a m e  w i l l  add  any th ing  to the r e s u l t s ,  of th e i r  m a r k e t  e f fo r t .  
In c e r t a i n  a r e a s  t h e r e  i s  n o  n e e d  f o r  th is  a s  the u s e r s  do n o t  c a r e  
ab o u t the p r e s e n t a t io n  of p a p e r .
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M a n u fa c tu r in g  o p e ra t io n  in th e  E E C  C o u n t r ie s
In the p a p e r  s e c to r  the  com pany  did n o t  h av e  any o p e ra t io n s
b e fo re  1 /1 /  1973 (The d a te  the U .K .  jo in e d  the  E E C ) .
S ize
T h e  co m p an y  e m p lo y s  o v e r  2, 000 e m p lo y e e s  i .  e. it  i s  a  l a r g e  
f i r m  in  t e r m s  of n u m b e r  o f  e m p lo y e e s .
T r a d in g  b e fo re  1 /1 /1 9 7 3  w ith  E E C  c o u n t r i e s :
Y e s ,  they  did  t r a d e  and they  s t i l l  do .
T h e  e f fe c t  of the  U .K .  e n t r y  in to  th e  E E C  on th e i r  t r a d e  :
O ne r e s u l t  w a s  th a t  the  i n t e r n a l  t a r i f f s  b e tw e e n  o th e r  E E C  
c o u n t r ie s  an d  the  U .K .  a r e  b e in g  p r o g r e s s i v e l y  a b o l i s h e d  an d  
w i l l  b e c o m e  n i l  by  1 s t  J u ly ,  1977. T h i s  sh o u ld  e n c o u ra g e ,  and 
f a c i l i t a t e ,  m u tu a l  t r a d in g  b e tw e e n  m e m b e r  sof the  c o m m u n ity .  It 
w i l l  d ep en d  on c o m p a r a t iv e  c o s t  and  te c h n o lo g ic a l  e x p e r t i s e ,  and  
how the  U .K .  w i l l  s e l l  in  a d i f f e r e n t  m a r k e t  s e c to r .
In v e r y  g e n e r a l  t e r m s ,  t h e r e  is  no t a  g r e a t  d i f f e r e n c e  b e tw e e n  
the m a jo r i ty  of E u r o p e a n  and  U .K .  p r o d u c e r s  w ith  th e  p o s s ib l e  
e x c e p t io n s  of F r a n c e ,  and  I ta ly ,  t h e r e  i s  n e g l ib le  p ro d u c t io n  
of pu lp . F r o m  the p o in t  of v iew  of c o m p e t i t iv e  g e n e r a l  a d v a n ta g e ,  
and in d u s t r y  s t r u c t u r e ,  the U .K .  s t r u c t u r e  i s  s i m i l a r  to  th a t  
of the p a p e r  and  b o a r d  in d u s t r y  on the  c o n t in e n t .  T h e r e  a r e  no  
g r e a t  g e n e r a l  a d v a n ta g e s  on e i th e r  s id e ,  and one c an  only  s p e a k  
in t e r m s  of s p e c if ic  m a r k e t  s e c t o r s  in a s s e s s i n g  th e  r e l a t iv e  
a d v a n ta g e s  in c o m p a r i t iv e  c o s t  and te c h n o lo g ic a l  know how .
In s e c to r s  w h e re  the U .K .  h a s  a  h ig h  r e l a t i v e  a d v an tag e  in  
te ch n o lo g y  the co m p an y  is  w e l l  p la c e d  to in c r e a s e  e x p o r t s .
Q ua lify ing  the  e ffec t  of the t a r i f f  e l im in a t io n :
*This i s  a c o m p le x  i s s u e  a s  i t  can  only be a n s w e r e d  in  t e r m s  of 
sp e c if ic  g r a d e s  of p a p e r  and b o a r d s .  W h e r e a s  the  p a p e r  i n d u s t r y  of the  
s ix  h a d  a co m m o n  e x te r n a l  t a r i f f ,  h a r m o n i s e d  by  the  t im e  the 
U .K .  jo in e d  th e  c o m m u n i ty ,  the  U .K .  t a r i f f  s t r u c t u r e  h a d  
d e v e lo p e d  o v e r  m an y  y e a r s ,  b e c a u s e  t a r i f f s  a r e  a too l o f  t r a d e
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p o l ic y .  T h e  d i f f e r e n c e  in  the  r e l a t iv e  t a r i f f  p r o te c t io n  of v a r i o u s  
g r a d e s  a r e  not id e n t i c a l ,  " b u t  th e  co m p an y  do n o t  b e l ie v e  the  
e l im in a t io n  of c u s to m s  du ty  w i l l  p la y  a  s ig n if ic a n t  r o l e  fo r  two r e a s o n s ;
A , T h e  le v e l  of t a r i f f  p r o te c t io n  w a s  n o t  v e r y  h ig h ,
B . T a r i f f s  w il l  b e  e l im in a te d  o v e r  a  long  p e r io d  of t im e ,  so  the  
ch an g e  f r o m  one y e a r  to  a n o th e r  w i l l  n o t  be s ig n if ic a n t .  " I t  w i l l  be  a 
g r a d u a l  s low  p r o c e s s  of m u tu a l  a d a p ta t io n  to  th e  new  s i t u a t i o n , "
T h is  a p p l i e s  to  th e  c o m p e t i t io n  a n d  p e n e t r a t i o n  of the  m a r k e t  f r o m  
bo th  s id e s  (the U .K .  a n d  the  E E C  c o u n t r i e s ) .
A lth o u g h  th e r e  m a y  b e  i n c r e a s e s  in  c e r t a i n  m a r k e t  s e c t o r s ,  in  f a v o u r  
of e i th e r  the  U .K .  o r  a n o th e r  c o m m u n ity  m e m b e r ,  ta k e n  a l l  
p a p e r  a n d  b o a r d  g r a d e s  t o g e th e r ,  the  c o m p an y  do no t th ink  th a t  
the  r e l a t i v e  m a g n i tu d e s  of e x p o r t s  w i l l  change  c o n s id e ra b ly .
W hat w ou ld  the t r e n d  of the  c o m p a n y 's  t r a d e  w ith  th e  E E C  
c o u n t r i e s  h av e  b e en  if the  U .K .  had  n o t  jo in e d  the  E E C ?
A s the  c o m p a n y  t r a d e d  w ith  the  E E C  b e f o r e  the U .K .  e n t r y ,  the  
c o m p an y  e x p e c te d ,  h a d  B r i t a i n  h ad  n o t jo in e d  the  c o m m u n ity ,  th a t  
th e i r  r e l a t i v e  t r a d e  v o lu m e  w o u ld  h av e  r e m a i n e d  the  s a m e .
T h e  c o m p a n y  w a s  n o t  a s t ro n g  e x p o r t e r  in a r e a s  w h e r e  they  h ad  
te c h n o lo g ic a l  a d v a n ta g e s ,  bu t a s  they  a r e  ex pand ing  ou tpu t in 
th o se  s e c t o r s  they  e x p e c t  e x p o r t s  to the  E E C  w il l  i n c r e a s e  in 
v o lu m e  t e r m s ,  b u t  n o t  s ig n i f ic a n t ly .  It w i l l  be  a  s low  p r o c e s s .
Q u a lify in g  the  e f fe c t  of the  d e v a lu a t io n  of the  £ and  the  s t a t e  of 
the  B r i t i s h  econom y in  the  y e a r s  1973-1975  on the com pany*s 
t r a d e  w ith  the  E E C :
"T h e  co m p an y  b e l ie v e s  th a t  th is  i s  a c o m p le x  is  sue , the d e v a lu a t io n  
of the P o u n d  d o es  i n c r e a s e  c o m p e t i t iv e  p o w e r ,  p r o d u c ts  a p p e a r in g  
c h e a p e r  a b ro a d ,  b u t  th is  i s  an  o v e r  s im p l i f ie d  p r e s e n t a t io n  of th e  
p i c t u r e .  "
In an in d u s t r y  w hich  does  no t have  a b u n d an t  ra w  m a t e r i a l s  w ith in  
the  n a t io n a l  b o u n d a r ie s ,  p a p e r  p r o d u c e r s  in th is  c o u n try  h av e  to
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buy p u lp  f r o m  o th e r  r e g io n s .  A s the ex ch an g e  r a t e  of the U .K .  
c u r r e n c y  d e c l in e s ,  r a w  m a t e r i a l  c o s t s  i n c r e a s e ,  o f f se t t in g  an y  
a d v an ta g e s  of lo w e r  u n i t  c o s t s ,  an d  the  a b i l i ty  to  o f f e r  a t t r a c t iv e  
d e l iv e ry  p r i c e s  to o v e r s e a s  c u s t o m e r s .
T h e  o u tc o m e  w i l l  d e p en d  on  the  e x te n t  to which a p r o d u c e r  can  
p u t  d o m e s t i c  r a w  m a t e r i a l  in to  the  p ro d u c t .  T h e  co m p an y  b e l i e v e s  
th a t  th e i r  c o n s e n t r a t io n  on the  u s e  of d o m e s t ic  f ib re ,  i s  an 
a d v a n ta g e  they  h av e  ove r  o th e r  U .K .  p a p e r  p r o d u c e r s  who a r e  
u s in g  im p o r te d  pu lp  to a m u ch  g r e a t e r  e x te n t  th an  the co m p an y .
T h e  co m p an y  i s  o p t im is t ic  abou t in f la t io n  an d  r e c e s s i o n ,  t h e i r  
a t t i tu d e  b e in g  th a t  c o r p o r a te  s u c c e s s  in  c o m m e r c i a l  t e r m s ,  
p r o f i t a b l e  g ro w th  and u l t im a te ly  c o r p o r a t e  s u rv iv a l ,  depends  
on the c o m p a n y 's  a b i l i ty  to  b e  m o r e  c o s t  e ffec t iv e  th an  th e i r  
c o m p e t i t o r s .  T h e y  b e l ie v e  th a t  they  c a n  do th is  i r r e s p e c t i v e  o f  
the  s ta te  of the e c o n o m y . H o w e v e r , the s ta t e  of the e co n o m y  is  
im p o r t a n t  b e c a u s e  «looked a t  r e l a t i v e  to  the  p ro d u c t io n  s id e  of 
the  co m p an y ,  i f  the  p e r f o r m a n c e  of the  e c o n o m y  i s  n o t  p r o m i s in g ,  
d e m a n d  w o u ld  d e c l in e  i r r e s p e c t i v e  of the  c o m p a n y 's  c o s t  s t r u c t u r e .  
T h a t  w ou ld  e ffec t  the  e c o n o m ie s  of s c a le s  th e  c o m p an y  w ou ld  h a v e  
o b ta in ed , and  so  w ould  i n c r e a s e  the c o m p a n y 's  c o s t ,  u l t im a te ly  
e ffec t in g  the  c o m p a n y 's  t r a d e  p o l ic y .
T h e  co m p an y  i s  in  a d i f f e r e n t  p o s i t io n  to th e i r  E E C  c o m p e t i to r s  
a s  they  a r e  a  h ig h ly  d iv e r s i f i e d  co m p an y ,  n o t  only  in  t e r m s  of 
p ro d u c t  p r o f i l e ,  b u t  a l s o  in the  g e o g ra p h ic a l  b r e a k  down of 
t h e i r  o p e ra t io n s .  T h e y  a re  p r e s e n t  in a n u m b e r  of o th e r  im p o r t a n t  
m a r k e t s  fo r  p a p e r  and  p a p e r  p ro d u c ts  and  they  have  g r e a t e r  
f l e x ib i l i ty  in  m e e t in g  th e  l e s s  f a v o u ra b le  ou tlook  of the  n a t io n a l  
e c o n o m y .  T h e y  h av e  the p o s s ib i l i ty  of e x p o r t in g ,  o r  i n c r e a s i n g  
ou tpu t,  i n  o th e r  m o r e  fa v o u ra b le  p ro d u c t  a r e a s .
B u t  in  m a c r o  e c o n o m ic  t e r m s  i t  is  a v e r y  im p o r ta n t  f a c to r  of 
i n t e r n a t io n a l  e c o n o m ic  d e v e lo p m en t  th a t  c o u n t r i e s ,  w h e th e r  
i n d u s t r i a l i z e d  or d ev e lop ing , a r e  b e c o m in g  m o r e  in te r d e p e n d e n t .
In a s i tu a t io n  w h e r e  the G D P grow th  of th e  U .K .  m ay  n o t  be so
8 .
high , in a, ye  ax th an  G e rm a n y ,  o r  F r a n c e ,  the  U .K .  c an  a lw a y s  
b e n e f i t  f r o m  the  h ig h e r  g ro w th  r a t e  of o th e r  m a r k e t s  by e x p o r t in g  
g r e a t e r  v o lu m e  to  th e s e  m a r k e t .  A s e v id e n c e  o f th a t ,  th e  l a t e s t  
t r a d e  f ig u r e s  of the  U .K  show th a t  e x p o r t s  to G e rm a n y  h av e  
i n c r e a s e d  c o n s id e r a b ly  a s  a  r e s u l t  of the  g ro w th  r a t e  of G e r m a n y  
( O . T . S D e c .  1 975). So, th e  c o m p an y  do  n o t  o p e ra te  in  a c lo s e d  
c o m p a r tm e n t  b u t  in a  s o p h is t i c a te d  i n d u s t r i a l i z e d  in t e r n a t io n a l  
s y s te m .
Q u a lt ify in g  the e f fe c t  of the  U . K 's  e n t r y  on the  s h a r e  of the  m a r k e t  
in  the U .K .  a n d  E E C  r e g a r d in g  the  c o m p a n y 's  t r a d e :
In p a p e r  and  b o a r d  p r o d u c t s ,  no s ig n i f ic a n t  c h an g e  e i t h e r  w a y .  In
d i f f e r e n t  m a r k e t  s e c t o r s  t h e r e h a v e  b e e n  c h a n g e s ,  dep en d in g  on
c o m p e t i t iv e  a d v a n ta g e s ,  r e l a t i v e  u n i t  c o s t s ,  an d  te c h n o lo g ic a l
s u p r e m a c y .  T h e  p e n e t r a t i o n  by  E E C  s u p p l i e r s  w i l l  n o t  b e
s ig n i f ic a n t  a s  the  co m p an y  p o s s e s s  r e l a t i v e  s t r e n g th .
T h e  a d v a n ta g e s  fo r  the  com pany  in  B r i t a i n ' s  a c c e s s  to  the  E E C
" V e ry  l i t t l e  f o r  the  p a p e r  and  b o a r d  in d u s t ry  and th e  c o m p a n y .  T h e
p a p e r  in d u s t r y  h o w e v e r ,  i s  n o t  a v e r y  s ig n if ic a n t  c o n t r ib u to r  to
in d u s t r i a l  ou tpu t,  o r  n a t io n a l  in c o m e ,  in  the U .K .  th ey  d id  n o t
w e ig h  h e a v i ly  in  the  b a la n c e  d ra w n  up by the g o v e rn m e n t  of the  d a y ."
T h e  d i s a d v a n ta g e s  of B r i t a i n ' s  e n t r y  in to  the  E E C  fo r  th e  C o m p an y
T h e  c o m p an y  s t a t e d  th a t  " th is  was n e g l ig a b le ,  they  a r e  t r y in g  to
m a k e  the b e s t  of the  E E C .
In a r e f e r e n d u m  the  peop le  v o te d  to jo in  the  E E C  by  an  i m p r e s s i v e  
m a r g in  (2:1 fo r)  fo r  long t e r m  r e a s o n s ,  e c o n o m ic ,  p o l i t i c a l ,  a n d  
s t r a t e g i c .  T h e  co m p an y  a r e  i n  the  E E C  fo r  the  long t e r m  a s  w e l l .
T h is  d o e s  n o t  ap p ly  to  the  p a p e r  in d u s t r y  to any e x te n t ,  b u t  s t a r t i n g  
to o p e ra te  i n  a n  e x p o r t  m a r k e t  r e q u i r e s  lo ts  of changes , v It i s  a 
f a l l a c y  to a s s u m e  th a t  the  E u r o p e a n  C o m m u n ity  is  a  C o m m o n  m a r k e t ,  
i t  i s  a  c o l le c t io n  of n a t io n a l  m a r k e t s ,  an u n co m m o n  m a r k e t .  T o  
b e c o m e  a co m m o n  m a r k e t  n e e d s  t im e  w hich  w a s  c e r t a in l y  t r u e  in  
the c a s e  of the U .S .  e c o n o m ic  d e v e lo p m e n t ,  w h ich  took  s e v e r a l  y e a r s , "
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T h e  n e e d  to b u ild  m a r k e t  f a c i l i t i e s  in  the  E E C
T h e  co m p an y  d id  bu ild  new  m a r k e t in g  f a c i l i t i e s  in  the ex ten d e d
m a r k e t ,  b u t  th is  v a r i e d  f r o m  m a r k e t  t o  m a r k e t .  In c e r t a in
s e c t o r s  i t  w a s  enough  to  h av e  s a le s  a g e n ts ,  in o th e r s  w ith  a g e n ts  s to ra g e
f a c i l i t i e s ,  i n  o th e r s  it i s  d e s i r a b l e  to h a v e  m a n u fa c tu r in g  f a c i l i t i e s .
T h e  co m p an y  i s  m ov ing  in to  the  ex ten d ed  m a r k e t  i n  the  w ay  r e q u i r e d  
by the  m a r k e t  and th e  i n d u s t r y  s e c t o r .  'T h e  co m p an y  had  done i t s  
h o m e  w o rk ,  an d  a r e  im p le m e n t in g  th i s  f le x ib le  a p p r o a c h . "
O th e r  b a r r i e r s  to e n t r y  in to  the  ex ten d ed  m a r k e t
A s  i t  is a c o l le c t io n  of m a r k e t s  the  m e th o d s  of p e n e t r a t i o n  i t  v a r i e s .
Som e of the E E C  c o u n t r ie s  w e lc o m e  in v e s t m e n t ,  so  the  com pany  
in v e s te d ,  o th e r s  l ik e  n a t io n a l  s o lu t io n s ,  so  the  co m p an y  did  th a t .
Som e c o u n t r ie s  r a i s e  no o b je c t io n  to  a c c u s a t i o n  o f  n a t io n a l  f i r m s .
It r e q u i r e s  a f le x ib le  a p p r o a c h  w h ic h  the  com p an y  a r e  a b le  to m e e t .
In c e r t a in  c o u n t r i e s  th ey  h av e  a c q u i r e d  s u b s i d i a r i e s ,  m o v e d  
p r o d u c t io n  o p e r a t io n s ,  in o th e r s  they  h a v e  a g e n ts .  In o t h e r s  they  
h av e  gone  in to  p a r t n e r s h i p  w ith  lo c a l  f i r m s .  T h e  b u r d e n  of the 
a d d i t io n a l  w o rk ,  r e q u i r e d  by the c o m m is s io n s  of the  E E C , h a s  b e e n  
m e t .  A lso  they  h av e  o v e rc o m e  any  n a t io n a l  f e e l in g s  by the above 
f le x ib le  p o l ic y .
T h e  h a r m o n is a t io n  of th e p a p e r  in d u s t r y  in  the E E C ,  th e  c o m p an y  
a s s u m e s  w i l l  ta k e  a long t im e .
S tep s  ta k en  by  the C o m p a n y  in  p r e p a r a t i o n  fo r  the  U .K .  e n t r y  
in to  the  E E C .
T h e  co m p an y  h a d  done the  n e c e s s a r y  h o m e  w o r k  fo r  e n t r y .
T h e y  have  done m a r k e t  r e s e a r c h ,  s t r u c t u r a l  a n a ly s i s  in  d e p th ,  
lo o k ed  in  th e  co m p an y ,  b a la n c e  s h e e t s ,  s e t  t a r g e t s  an d  a r e  in  the 
p r o c e s s  of a c h ie v in g  th o se  t a r g e t s .
T h e r e  w a s  no  n e e d  to  r e s t r u c t u r e  the  o r g a n i s a t i o n  to m e e t  the 
r e q u i r e m e n t s  of the  e x ten d ed  m a r k e t  a s  th e  co m p an y  h a s  a 
d e c e n t r a l i z e d  o r g a n i s a t i o n ,  the  b e s t  f o r  p r o f i t ,  a n d  th ey  in te n d  
to s t ic k  a t  i t .
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T h e  b e n e f i t s  the  C o m p an y  gained  f r o m  the E E C  t r a d e  a g r e e m e n t s  
w ith  the  ROW
No g a in s  b e c a u s e  the  co m p an y  i s  n o t  a c t iv e  in  the  c o u n t r ie s  w ith  
low d im e n t io n ,  and  a s  th e s e  a g r e e m e n t s  change  f r o m  d a y  to  day , 
in  the long r u n  i t  m a y  b e n e f i t  th e m .
H ow  the  com pany  s e e s  the  fu tu r e  of i t s  p e r f o r m a n c e  in  the  E E C  
" I t i s  e n c o u ra g in g ,  a s  th e  f u tu r e  of the  E E C  i s  to e m e r g e  a s  an 
a c o n o m ic  p o w e r  b e tw e e n  the  two s u p e r p o w e r s ,  the U .S* a n d  the 
U S S l .  A s  t im e  goes  on, th ey  w i l l  c e r t a in l y  h a v e  a m a r k e t  w h ich  is 
a s  C o m m o n  a s  th a t  en jo y ed  by  the  S ta te s  of A m e r i c a ,  a  f e d e r a l  
c o u n t ry .  "
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BACKGROUND
D e x io n -C o m in o  I n te r n a t io n a l  L im ite d ,  an  e a r ly  p io n e e r  in th e  
b u s in e s s  of s to r a g e  and  h a n d l in g ,  i s  to d ay  a w o r ld  l e a d e r  in 
the  i n d u s t r y .  F r o m  i t s  h e a d q u a r t e r s  in  W em b ley ,  E n g lan d , th e  
C o m p an y  d i r e c t s  b o th  UK an d  o v e r s e a s  o p e r a t io n s ,  th e  l a t t e r  
c o m p r i s in g  f iv e  m a n u f a c tu r in g  s u b s i d i a r i e s ,  l i c e n s e e s  in  16 
c o u n t r i e s ,  an d  d i s t r i b u t o r s  in  96,
G ro w th  of th e  C o m p an y
T h e  o u ts ta n d in g  d e v e lo p m e n t  and  a c h ie v e m e n t s  of the  C o m p a n y  
owe m u c h  to  the  in v e n tio n , m a n u f a c tu r e ,  and  m a r k e t in g  of a  
u n ique  p ro d u c t  -  D ex ion  s lo t t e d  a n g le ,  D e m e t r iu s  C o m in o , 
fo u n d e r ,  a n d  now p r e s i d e n t  of th e  o r g a n is a t i o n ,  w a s  r e a d y  to 
p ro d u c e  s lo t te d  ang le  j u s t  a s  the S eco n d  W o r ld  W a r  b e g a n .
He h a d  d e v is e d  th e  c o n s t r u c t io n  s y s te m  to  so lve  e q u ip m e n t  
p r o b le m s  a t  th e  s m a l l  p r in t in g  w o rk s  he  h a d  founded  in 1927,
B y 1947, an  a c u te  s h o r ta g e  of f a c to r y  e q u ip m e n t  r e in f o r c e d  
the  n e e d  fo r  su ch  a p r o d u c t .  W ith  a  c a p i t a l  of £ 14 , 000 
{$ 32, 500), h a l f  of w h ic h  w a s  a b a n k  lo a n ,  and  a b u n d le  of n o te s  
and  d i a g r a m s ,  he s e t u p  a s m a l l  f a c to r y  a t  C h in g fo rd ,  E s s e x  
an d  w e n t  in to  b u s in e s s  a s  D ex io n  L i m i t e d ,
S ince  i t s  e a r l y  d a y s ,  s lo t te d  a n g le  h a s  b e e n  put to a  p ro d ig io u s  
v a r i e t y  of u s e s ;  s h e lv in g ,  of c o u r s e ,  b u t  a l s o  m a c h in e - g u a r d s , 
g r a n d s ta n d s ,  b e n c h e s ,  b u i ld in g s ,  r a d i o  m a s t s ,  a n d  s h a r k  c a g e s .  
P r o o f  of the  so u n d n e s s  of the  o r ig in a l  id e a  i s  w i tn e s s e d  b o th  b y  
the  f a c t  th a t  the  p ro d u c t  h a s  u n d e rg o n e  only  one m a jo r  ch an g e  
s in c e  i t s  in v en tio n , and  by the n u m b e r  of c o m p e t i to r s  w ho h a v e  
co p ied  the  p ro d u c t .
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Once in p ro d u c t io n  t h e r e  w a s  a  b r i s k  d e m a n d  f r o m  o v e r s e a s  
a s  w e ll  a s  the  UK, in  sp i te  of the  f a c t  th a t  s h o r t a g e  of s t e e l  
m e a n t  th a t  the  UK m a r k e t  w ould  t e m p o r a r i l y  be  b a s e d  upon an 
a lu m in iu m  a l lo y  a n g le .  A ll  th e  s t e e l  th a t  cou ld  be o b ta in ed  w as  
r e s e r v e d  f o r  o v e r s e a s  c u s t o m e r s  an d  an e x p o r t  d e p a r tm e n t  w a s  
s e t  up a s  e a r l y  a s  1949. M r .  C o m in o  w a s  co n v in ce d  f r o m  
the b e g in n in g  th a t  t h e r e  w a s  a  w o r ld  m a r k e t  fo r  s lo t te d  a n g le  
and  th a t  e x p o r ts  w e r e  v i t a l  to  the  e c o n o m y .  B u s in e s s  w a s ,  
t h e r e f o r e ,  s y s t e m a t i c a l l y  expanded  o v e r s e a s  a s  w e l l  a s  in  the 
UK. B eg in n in g  w ith  the  US l i c e n s e e  - A c m e  S te e l  C o m p an y  - 
s u b s id i a r i e s  and  l i c e n s e e s  w e r e  e s t a b l i s h e d  and  d i s t r i b u t o r s  
a p p o in ted  in  f ive  c o n t in e n ts .
T he  p a t t e r n  co n t in u e d  d u r in g  the 19 50s a n d  e a r l y  1960s w ith  
the  g ro w th  of D ex io n  b a s e d  a l m o s t  e n t i r e l y  upon s lo t te d  ang le , 
b u t  in  1964, w hen  G ro u p  tu r n o v e r  h a d  r i s e n  to £ 9 m  ( $ 2 0 .8m ), 
the f i r s t  s ig n if ic a n t  s t e p s  w e r e  ta k e n  to  ex ten d  the p r o d u c t  
r a n g e .  Tw o new  s y s t e m s  w e r e  la u n c h e d ,  bo th  d e v is e d  by  
D ex io n  e n g in e e r s ,  S p e e d f ra m e ,  a  s q u a r e  tube  c o n s t r u c t io n  
s y s te m  d e v e lo p e d  to p ro v id e  h ig h  q u a l i ty  f r a m e w o r k s  a t  low 
c o s t ,  a r o s e  ou t of an  in v e s t ig a t io n  in to  one of th e  m a r k e t in g  
o p p o r tu n i t ie s  r e v e a l e d  b y  s lo t t e d  ang le  s a l e s .  I t  i s  a  w ide ly  
u s e d  s y s t e m  in  in d u s t r y ,  s c h o o ls ,  l i b r a r i e s ,  an d  the  d i s p la y  
and  e x h ib i t io n  f ie ld s .  S p eed lo ck  a d ju s ta b le  p a l l e t  r a c k in g ,  h o w ­
e v e r ,  w a s  the  f i r s t  D ex io n  p ro d u c t  d e s ig n e d  e x c lu s iv e ly  fo r  
s to ra g e  p u r p o s e s .  I t  w a s  b e c o m in g  e v id e n t  th a t  s lo t te d  a n g le  
w a s  n o t  the  m o s t  e f f ic ie n t  a n s w e r  to h e a v y - d u ty  s to r a g e  and 
the  i n c r e a s i n g  u se  of p a l l e t s  in  i n d u s t r y  c r e a t e d  a d e m a n d  fo r  
s p e c ia l ly  d e s ig n e d  p a l l e t  s to r a g e  s y s t e m s .  S p eed lo ck  w a s  i n t r o ­
d u ced  to a s s u r e  D ex ion  a p a r t  of th is  r a p id ly  g ro w in g  m a r k e t .  
T h e  s y s t e m  h a s  s u b se q u e n t ly  b e e n  r e f in e d  an d  im p r o v e d  in  the 
l ig h t  of e x p e r i e n c e  and  is  now th e  UK m a r k e t  l e a d e r  in  
a d ju s ta b le  p a l l e t  r a c k in g .
3.
D u rin g  th is  t im e ,  D ex io n  L i m i t e d  w a s  g a in ing  u n r iv a l l e d  
e x p e r ie n c e  in so lv in g  s to r a g e  p r o b l e m s  in  m a n y  s e c t o r s  of 
in d u s t r y .  T he  in t ro d u c t io n  of S p e e d lo ck  p a l l e t  r a c k in g  had  
w id en ed  the scope  of o p e r a t io n s  s t i l l  f u r t h e r  a n d  g iv en  the  
C om p an y  a n  in s ig h t  in to  l a r g e r  and m o r e  c o m p le x  s to r a g e  
s i tu a t io n s .
I n c r e a s e d  e m p h a s i s  on the c o n c e p t  of the  u n i t  lo ad  w a s  
in d ic a t iv e  th a t  the m a r k e t  w as  b e c o m in g  m o r e  r e c e p t iv e  to 
s o p h is t i c a te d  te c h n iq u e s  and  s y s t e m s .  R a p id  and  e f f ic ie n t  
tu r n o v e r  of goods in  t r a n s i t  an d  in s t o r e  w a s  a s s u m in g  a new  
im p o r ta n c e .  A m ong  i n d u s t r i a l  l e a d e r s  the  m o v e m e n t  to w a rd s  
m o r e  s t r e a m l in e d  p ro d u c t io n  an d  h ig h e r  p ro d u c t iv i ty  w a s  
w e l l  u n d e r  w a y .  F a r s i g h t e d  m e n  w e re  now e x a m in in g  n ew  a r e a s  
of eco n o m y  and  w e r e  f ind ing  th e m  in  the  e x c e s s iv e  c o s t  of 
s to r a g e  sp a c e  and th e  s low  t u r n - r o u n d  of g o o d s .  B y 1967 
D ex io n  h a d  so o rg a n is e d  th e i r  e x p e r ie n c e  a n d  e x p e r t i s e  th a t  
th ey  w e r e  a b le  to d e a l  w ith  t o t a l  s to r a g e  an d  h a n d lin g  p r o j e c t s  
on a  c o n t r a c tu a l  b a s i s .  L a r g e  s c h e m e s  in v o lv in g  the  cho ice  of 
s i t e s ,  d e s ig n  of b u i ld in g s ,  a n d  p r o v i s io n  of a n c i l l a r y  r e s o u r c e s  
w e r e  to b e c o m e  a r e g u l a r  f e a tu r e  a t  th e  top  end  of the  G r o u p ’s 
o p e r a t io n s .  V a lue  of su ch  p r o j e c t s  r a n g e s  b e tw e e n  $ l m  and $2 . 5m .
G R O U P ST R U C T U R E
In 1968, i t s  2 1 s t  y e a r ,  the C o m p an y  w e n t  p u b l ic .  New c o m p a n ie s  
w e r e  a c q u i r e d ,  new  p ro d u c ts  la u n c h e d ,  new  e n t e r p r i s e s  s e t  in 
m o t io n  o v e r s e a s .  P r o g r e s s  w a s  a t  such  a  p a c e  th a t  b y  1970 th e  n e e d  
fo r  f o r m a l i s in g  th e s e  d e v e lo p m e n ts  h a d  b e c o m e  c l e a r .  A c c o rd in g ly ,  
the  f i r m  w a s  r e s t r u c t u r e d  a s  a  g ro u p .  T h e  p a r e n t  co m p an y  took  
the n a m e  D e x io n -C o m in o  I n te r n a t io n a l  L im i te d  and r e t a in e d  
p r in c ip a l  m a n u fa c tu r in g  fu n c t io n s ,  p ro v id e d  g roup  m a r k e t in g  
s e r v i c e s ,  p u b l ic  r e l a t i o n s  and  a d v e r t i s i n g ,  g ro u p  f in a n c ia l  c o n t ro l ,  
d e s ig n ,  r e s e a r c h ,  and  o th e r  m a n a g e m e n t  s e r v i c e s .
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In the UK the  Groiq) d i r e c t s  i t s  a c t i v i t i e s  th ro u g h  the  fo llow ing  
o p e ra t in g  c o m p a n ie s :
D EXION L IM IT E D : R e s p o n s ib le  fo r  the  s a le  of s to r a g e ,  h a n d l in g ,  
and  a l l i e d  i n d u s t r i a l  e q u ip m e n t  th ro u g h o u t  the  UK. T he  C o m p a n y  
h a s  a s p e c ia l  p r o j e c t s  d iv is io n  f o r  h a n d l in g  the  l a r g e r  m o r e  
c o m p le x  s c h e m e s .  I t  o p e r a t e s  th ro u g h  7 r e g io n a l  o f f ice s  an d  
th ro u g h  a n e tw o rk  of m o r e  th a n  450 d i s t r i b u t o r s .  I t  h a s  an 
o n - s i t e  c o n s t r u c t io n  t e a m  150 s t ro n g .  T h e  O ffice  P la n n in g  
D iv is io n  i s  a  s e p a r a t e  u n it  w o rk in g  w ith in  th e  D ex ion  L im i te d  
o r g a n i s a t i o n .
DEXION OVERSEAS L IM IT E D : S e l l s  d i r e c t  o r  l i c e n s e s  the  s a le  
of c o n s t r u c t io n a l ,  s t o r a g e ,  an d  m a t e r i a l s  h an d lin g  p r o d u c ts  in a l l  
e x p o r t  m a r k e t s  o th e r  th a n  th o se  s e r v e d  b y  o v e r s e a s  s u b s i d i a r i e s .  
T he  C o m p a n y  e m p lo y s  s ta f f  th ro u g h o u t  th e  w o r ld  an d  h a s  i t s  own 
p r o j e c t s  d iv is io n  fo r  h an d lin g  l a r g e  s c a le  s c h e m e s .
B R O A D W E L L  BUILDINGS L IM ITE D : E m p lo y s  65 in  B r i e r l e y  
H il l ,  S ta f f o r d s h i r e ,  a n d  d e s ig n s ,  m a n u f a c tu r e s ,  an d  f a b r i c a t e s  
s t r u c t u r a l  s t e e l  w o rk  f o r  a l l  ty p e s  of i n d u s t r i a l  b u i ld in g s  an d  
r a i s e d  s to r a g e  a r e a s .
CORD CONSULTANCY L IM ITE D : O p e ra t io n a l  r e s e a r c h  s p e c ia l i s in g  
in  s to c k  c o n t ro l ,  d i s t r ib u t io n ,  and  f a c to r y  an d  w a r e h o u s e  lo c a t io n .  
T h e r e  a r e  s u b s id i a r i e s  in A u s t r a l i a ,  A u s t r i a ,  B e lg iu m ,  D e n m a r k ,  
F r a n c e ,  G e r m a n y ,  S in g a p o re ,  and  the USA, a s s o c i a t e d  c o m p a n ie s  
in G r e e c e ,  and In d ia ,  and  l i c e n s e e s  in 16 o th e r  c o u n t r i e s .  It w as  
s t r e n g th  of the to ta l  o v e r s e a s  m a rk e t in g  n e tw o rk  th a t  w on the  
C o m p an y  'T h e  Q u e e n 's  A w ard  to  In d u s t ry  fo r  E x p o r t  A c h ie v e m e n t '  
in 1970 an d  1971.
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M o re  th an  700 peop le  a r e  e m p lo y e d  a t  the  H e m e l  H e m p s te a d  
p la n t ,  th e  l a r g e s  Euid m o s t  te c h n o lo g ic a l ly  a d v a n c e d  f a c to r y  in  
the  w o r ld  fo r  s to r a g e  e q u ip m e n t  m a n u f a c tu r e .  T h i s  p la n t  c o v e r s  
325, 000 s q u a re  f e e t  in a r e a ,  of the  to ta l  UK p ro d u c t io n  a r e a  of 
445, 000 s q u a re  f e e t .  One m i l l io n  f e e t  of s lo t te d  an g le  i s  p ro d u c e d  
a t  H e m e l  H e m p s te a d  e a c h  w eek , 60% of w h ich  i s  e x p o r te d .
T H E  PR O D U C T S
T h e r e  a r e  s ix ty - f o u r  s e p a r a t e  p r o d u c t  r a n g e s  l i s t e d  in  th e  D exion  
S to ra g e  and  M a te r i a l s  H an d lin g  C a ta lo g u e ,  p ro v id in g  a s in g le  
s o u r c e  fo r  I n d u s t r y ’s to ta l  r e q u i r e m e n t s  in the  s to r a g e  an d  
h an d l in g  f ie ld .  S to ra g e  e q u ip m e n t  p ro d u c e d  by D ex io n  r a n g e s  f r o m  
h a n d  lo a d ed  s lo t te d  a n g le ,  b o l t l e s s  and c a n t i l e v e r  sh e lv in g ,  s m a l l  
i t e m s  s to r a g e  and h a n d l in g  s y s t e m s ,  to  S p ee d lo ck  p a l le t  r a c k in g  
and  i t s  s o p h is t i c a te d  d e r iv a t i v e s  to  P a l l e t  G lide  s to c k  l i v e r  s to ra g e  
and  P o w e r a c k s .  A n  e x a m p le  of the  a d v a n c e s  of the  m o r e  
s o p h i s t i c a te d  s y s t e m s  i s  in d e e d  th a t  of P o w e r a c k s  - S p ee d lo ck  
p a l l e t  r a c k in g  m o u n ted  on a p o w e re d  m o b i le  b a s e .  S ince 1970 
£ 2 m  w o r th  ($6, 340, 000) h a s  b e e n  so ld  w ith  an  a v e r a g e  o r d e r  
v a lu e  of £35 , 000 ($111, 000).
T H E  S T A F F
E v e n  f r o m  the  e a r l i e s t  d a y s ,  M r .  C o m in o  w a s  d e te r m in e d  to 
la y  s t ro n g  fo u n d a t io n s  fo r  an e f f ic ie n t  and r e s o lu t e  m a n a g e m e n t  
t e a m .  S taff t r a in in g  b e c a m e  one of h is  d o m in a t in g  i n t e r e s t s .  A n  
e n t r e p r e n e u r  h im s e l f ,  he  e n c o u r a g e d  the  s a m e  s p i r i t  to  th o s e  
a r o u n d  h im .  A f te r  t r a in in g  h i s  s ta f f ,  h e  w o u ld  l e t  th e m  h a v e  
th e i r  h e ad s  to a d v en tu re  and  in n o v a te  w h e r e v e r  th ey  co u ld .
P r o f i t s  w e r e  m a in ly  p loughed  b a c k  into the  b u s in e s s .  S te a d y  and 
f i r m - r o o t e d  g ro w th  w a s  th e c o n se q u e n c e  and th is  c o n tin u ed  u n ti l  
the  la te  f i f t ie s  and  e a r ly  s ix t i e s .  H o w ev e r ,  by the  t im e  th e  f i r m
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w a s  e m p lo y in g  1500 peop le  an d  m e a s u r i n g  i t s  tu r n o v e r  in  
m i l l i o n s ,  i t  w a s  no  lo n g e r  p r a c t i c a l  to l e t  e v e r y o n e  tak e  the 
b i t  b e tw e e n  th e i r  te e th .  T h e  c h a l le n g e ,  of c o u r s e ,  w a s  to  
r e t a i n  th e  s p i r i t  of e n t e r p r i s e  d u r in g  th e s  e y e a r s  of r a p i d  
g ro w th ,
A c o r n e r  s tone  of com p an y  th ink ing  on b u s in e s s  p r o c e d u r e s  is  
the  p r in c ip l e  o f  m o t iv a t io n .  The n e e d  fo r  good w o rk in g  
c o n d i t io n s ,  w e l f a r e  and  s e c u r i ty  a r e  s e e n  a s  an  e s s e n t i a l  
fo u n d a tio n  fo r  p e r f o r m a n c e  an d  job  s a t i s f a c t i o n .  F u r t h e r  t h e r e  
a r e  the  m o r e  s ig n i f ic a n t  m o t iv a t io n s  o f  the  r e c o g n i t io n  an d  
r e w a r d  of o p p o r tu n i t ie s  ta k en  a n d  r e s u l t s  a c h ie v e d .  In v e s tm e n t  
in  the r ig h t  c a l i b r e  s ta f f  h a s  a lw a y s  b e e n  p a r a m o u n t  i m p o r t a n c e .
S taff  a r e  r e c r u i t e d  who a r e  p r e p a r e d  to  c h a l le n g e  the a c c e p te d  
w a y  o f do ing  th in g s .  T h e  f a c t  th a t  e v e r y o n e ,  in c lu d in g  th e  C h a i r ­
m an , i s  on f i r s t - n a m e  t e r m s  and  th a t  c o m m u n ic a t io n  in  the  
la n d s c a p e d  o ff ices  i s  e a s y  and in f o r m a l ,  h e lp s  to e s t a b l i s h  an  
e n v i r o n m e n t  w h ic h  m a k e s  a  h e a l th y  c o n t r ib u t io n  to  D e x io n 's  
g ro w th .  F o llo w in g  the  1971 I n d u s t r i a l  R e la t io n s  A c t ,  a  new  
d e v e lo p m e n t  w ith in  the  com pany  h a s  b e e n  the f o r m a t io n  of S ta ff  
A s s o c i a t i o n s .  A lthough  s ta f f  r e l a t i o n s  in  office and  on f a c to r y  
f lo o r  have  a lw a y s  b e e n  good, the c o m p an y  f e l t  i t  sh o u ld  a p p ro a c h  
the new  A c t  in  a  p o s i t iv e  m a n n e r  and  ta k e  th e  o p p o r tu n i ty  to  u se  
the  s p e c i f ie d  m a c h in e r y  to  im p r o v e  c o m m u n ic a t io n s ,  a s  w e l l  a s  
w o rk in g  co n d i t io n s ,  w h e re  n e c e s s a r y .
L a s t  y e a r  the  D ex ion  G ro u p  h a d  a  w o r ld  t u r n o v e r  of £ 4 0 ,  000, 000 a n d  
a p r e - t a x  p r o f i t  o f  m o r e  th an  £ 2 m .  T h e  fu tu r e  g ro w th  an d  p o te n t ia l  
of the G ro u p  c an  b e  s u m m e d  up  in  the  w o rd s  of the  P r e s i d e n t ,  M r .  
C o m in o , "D ex io n , I hope , w i l l  b e  l e a d e r s ,  n o t  fo l lo w e r s ,  in  
i n d u s t r y .  If w e a r e  to  s ta y  l e a d e r s  we c a n n o t  w a i t  to  be fo r c e d  
by c i r c u m s t a n c e s  to do w h a te v e r  h a s  to  b e  done ; w e m u s t  l e a r n
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to look  d e ep ly  into w h a t  i s  h a p p e n in g  an d  to do th in g s  and 
m a k e  ch an g es  long  b e f o r e  we a r e  f o r c e d  to  m a k e  t h e m , "
IN V ESTM EN T
In 1976, DC I i n v e s t e d  a b o u t  £ 3 0 0 ,0 0 0  in m a c h in e r y ,  v e h ic le s ,  
b u i ld in g ,  e t c . , w h ich  w a s  s l ig h t ly  l e s s  th an  the f ig u re  s e t  a s id e  
fo r  D e p r e c ia t io n .  B e a r in g  in  m in d  the  i n c r e a s i n g  p r i c e  of r e p l a c e ­
m e n t s ,  th is  i s  n o t  a  h e a l th y  s ta t e  of a f f a i r s ,  b u t  the  C o m p a n y  
look  f o r w a r d  to  m o r e  in v e s t m e n t  in  UK m a n u f  ac  t u r  in  g f a c i l i t i e s .  
T h e  v a lu e  o f  th e  p a r e n t  c o m p a n y ’s s t a k e  in  o th e r  D ex ion  c o m p a n ie s  
w a s  r e d u c e d  in  1975 by £ 1 ,7 2 1 ,  000 , W hen  th e y  w e r e  a c q u i r e d  by  
In te r  la k e  i t  w a s  lo g ic a l  th a t  the  a s s e t s  of D ex io n  Inc in  th e  USA 
w ou ld  be  t r a n s f e r r e d  to  th e m  a s  w e r e  a l s o  th o s e  of D ex io n  S A 
in  B e lg iu m , In f a c t  £ 8 6 6 ,  000 of th is  f ig u r e  r e m a i n s  a s  a  long 
t e r m  d eb t  due to D ex io n  f r o m  I n t e r l a k e .
F IV E  YEARS' SA LES AND P R O F IT S  
(b e fo re  ta x  and E x t r a o r d i n a r y  I te m s )
1971 1972 1973 1974 1975
SA LES: £000
2 6 ,9 6 2  3 3 ,2 1 2  3 9 ,7 3 6  4 4 ,3 6 9  4 1 ,3 3 1
P R O F IT S :  £000  875 2, 081 2 ,521  814
E X P O R T S  AND F O R E IG N  C U R R E N C Y  EARNINGS 
T h e i r  to ta l  e x p o r ts  in  1975 w e r e  £ 6 ,9 1 6 ,  000 c o m p a r e d  w ith  
£ 7 ,0 3 2 ,  000 in  1974, a n d  in  a d d i t io n  th e y  e a r n e d  d iv id e n d s  f r o m  
a b r o a d  o f  £ 8 0 ,  000 c o m p a r e d  w ith  £ l 6 4 ,  000 in 1974. A lthough  
D e x io n  O v e r s e a s  L t d . ,  w e r e  ab le  to i n c r e a s e  th e i r  s a l e s  
c o n s id e r a b ly ,  th e i r  s u b s i d i a r i e s  in  E u r o p e  took  l e s s  f r o m  th e m  
b e c a u s e  of the  e c o n o m ic  s i tu a t io n .  A lso  th e y  lo s t  v e r y  l a r g e
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e x p o r ts  to  the  USA, w h e re  In te r  lak e  now  supply  m o s t  of w h a t  
D , C, u s e d  to  s h ip ,
P r  icing P o l i c y
T h is  h a s  changed , w ith  the e co n o m ic  s i tu a t io n ;  o v e r  the  l a s t  
e ig h te e n  m o n th s  they  h av e  d e v e lo p e d  a  p o l ic y  of c h a rg in g  w h a t 
the  m a r k e t  can b e a r .  T h e  c o m p e t i t io n  h a s  b e e n  s t r o n g .  S ta n d a rd  
t r a n s f e r  p r i c e s  f r o m  H e m e l  H e m p s te a d  to  a l l  s u b s id i a r y  c o m p a n ie s  
h a v e ,  in  c e r t a in  i n s t a n c e s ,  dep en d in g  on the s iz e  of the  p r o j e c t  
th e y  a r e  quo ting  f o r ,  b e e n  a d ju s te d  in  o r d e r  to get b u s i n e s s .
So th a t  a t  the  m o m e n t ,  in c e r t a i n  a r e a s ,  th e r e  is  d e f in i te ly  a  
f le x ib le  p r i c in g  p o l ic y .  T h e  s i tu a t io n  c a n  ch an g e  qu ick ly  to  the  
r e v e r  se if th e  com p an y  cou ld  n o t  su pp ly  goods  q u ick ly  enough ,
P r  o f i tab i l i ty
T h e  e x e c u t iv e  I i n t e r v ie w e d  f e l t  he w as  n o t  q u a l i f ie d  to  c o m m e n t  
upon  w h e th e r  l e v e l s  of p ro f i t a b i l i ty  w e r e  s a t i s f a c to r y  o r  n o t .
R an g e  of P r o d u c t s
T h e  c o m p an y  p r o d u c e s  p r o d u c ts  w h ich  a r e  b ro a d ly  u n d e r  the  l a b e l  
of s to r a g e  p r o d u c t s  - p a l l e t  r a c k in g  f o r  w a r e h o u s e s  fo r  the s to r a g e  
of p a l l e t i s e d  g o o d s .  T h e r e  a r e  v a r io u s  v e r s i o n s  of th i s  - s t a t i c  
ty p e s ;  m o v in g  ty p es  of p a l l e t  r a c k s  an d  p a l l e t  r a c k s  w h e r e  the 
p a l l e t s  t h e m s e lv e s  m o v e  th ro u g h  th e  r a c k in g  on g lide  w h e e l s .  T h e  
p a l l e t  r a c k in g  is  a m a j o r  p a r t  of t h e i r  b u s i n e s s .  T h e r e  i s  the  
o r d in a r y  sh e lv in g  s id e  -  h an d  lo a d e d  s h e lv in g  a s  o p p o sed  to p a l l e t  
r a c k in g  w h ich  is  lo a d ed  by fo r k  l i f t  t r u c k  - an d  a g a in  t h e r e  a r e  
v a r io u s  ty p e s .  One of t h e i r  p r o d u c t s  i s  c a l l e d  Im p  ex, a  s u c c e s s ­
fu lly  s e l l in g  sh e lv in g  s y s t e m  w hich  can  be  p u t to g e th e r  w ith o u t  
u s in g  n u ts  and  b o l t s .  T h e n  t h e r e  i s  the  c h e a p e r  a n d  m o r e  b a s i c  
sh e lv in g  w h ich  i s  m a d e  up of s lo t te d  a n g le ,  w h e re  the  c u s to m e r
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s im p ly  b o l t s  the  sh e lv in g  up  h im  s e l f  in  m a n y  c a s e s .  T h e r e  
i s  a l s o  a  p ro d u c t  w hich  f i l l s  a  m a r k e t  gap m id w a y  b e tw ee n  
p a l l e t  r a c k in g  and hand  lo ad ed  sh e lv ing . T h ey  a l s o  have  i t e m s  
in  s m a l l  p a r t s  s to r a g e ,  such  as s m a l l  p l a s t i c  b i n s ,  w h ich  a r e  
h o o k e d  onto a lo u v r e d  p a n e l .  T hey  supp ly  c o n v e y o r s ,  a m a t e r i a l s  
h an d l in g  p ro d u c t  a s  o p p o sed  to  a  s to r a g e  p ro d u c t ,  b u t  th ey  a r e  
n o t  l a r g e  in  th i s  f ie ld .  T h e s e  a r e  t h e i r  b a s i c  p r o d u c t s .  T h e y  a l s o  
buy in  an d  m e r c h a n d i s e  a s s o c i a t e d  p ro d u c ts  l ik e  h a n d  t r u c k s  
an d  s t e p l a d d e r s ,  th is  d o es  n o t  r e p r e s e n t  a  l a r g e  s h a r e  in t h e i r  
b u s i n e s s .  M o s t  p a l l e t  r a c k in g  a n d  h an d  lo a d e d  sh e lv in g  can  be  
q u ite  s iz e a b le ,  up to £ l m  p r o j e c t s  w h e re  th ey  h a v e  to  d e s ig n  a l l  
the  e q u ip m e n t .  T h e s e  h ig h  p r i c e d  jo b s  ten d  to  sw a llo w  up  th e  
m e r c h a n t  p ro d u c t  s id e .
S ize  of W o rk fo rc e
T h e  s iz e  of the  UK w o r k f o r c e  i s  in  the r a n g e  5 0 0 -2 ,  000.
I n c r e a s e  in  S a le s  1973-1975  (V olum e)
In sp ite  of the  g r e a t  c h an g es  in  the  eco n o m y  d u r in g  the  y e a r s  
1973-75 , the  c o m p a n y ’s s a le s  h a v e  i n c r e a s e d  in  t e r m s  of v o lu m e .
E f f e c t  of the  P e r f o r m a n c e  of the B r i t i s h  E c o n o m y  on the  C o m p a n y  
in  the l a s t  3 y e a r s  (1973-1975)
L ik e  e v e r y  o th e r  com p an y  in  B r i t a in ,  they  w ou ld  have  l ik ed  to h av e  
s e e n  the  B r i t i s h  e co n o m y  in  f a r  b e t t e r  shape  th an  it h a s  b e e n .
T h e y  th ink  th a t  in  th e i r  type  of i n d u s t r y  i t  w ou ld  s u i t  th e m  m u ch  
b e t t e r  if  the w ild  c y c l i c a l  sw ings  cou ld  be so f te n ed ,  e s p e c ia l l y  
f r o m  the p lan n in g  a n d  p ro d u c t io n  p o in t  of v iew , an d  the  w hole  
r e s o u r c e  in p u t  of th e  c o m p an y  cou ld  t h e r e f o r e  be  b e t t e r  ju d g ed . 
In f la t io n  i s  d e f in i te ly  a c o n s ta n t  w o r r y  in  a s  m u ch  a s  the  co m p an y  
i s  c o n s ta n t ly  h av in g  to r e v i s e  i t s  p r i c i n g  s t r u c t u r e s  b e c a u s e  of a 
v e r y  l a r g e  n u m b e r  of i n c r e a s e s  in s t e e l  p r i c e s .  T h ey  h av e  to
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a d ju s t  p r i c e s  qu ick ly  a s  s t e e l  i s  su ch  a h ig h  p r o p o r t io n  o f  t h e i r  
m a n u fa c tu r in g  c o s t s ,  so  th ey  w ould  be  in a  m u c h  s e c u r e r  
s i tu a t io n  if  th ey  co u ld  ju d g e  w h a t th e  s t e e l  p r i c e  w a s  going to 
be  in s ix  m o n th s '  t im e .  In f la t io n  c a n  le a d  to d if f ic u l t  s i tu a t io n s ,  
p a r t i c u l a r l y  in  p ick in g  up  l a r g e r  p r o j e c t  jo b s  a b r o a d ,  in  t h a t  th ey  
m a y  b e  quo ting  now  f o r  a job  th a t  w i l l  not be  su p p l ie d  u n t i l  tw e lv e  
m o n th s  h e n c e ,  an d  th ey  h av e  to m a k e  a n  e d u c a te d  g u e ss  a t  s te e l  
p r i c e s ,  a n d  the  v a lu e  of th e  pound  a s  w e l l ,  w h ic h  m a k e s  i t  v e r y  
d if f icu l t  to c o m e  out on the r i g h t  s id e  of an  o v e r s e a s  jo b .  
R e g a r d in g  the h e lp  g iv e n  to th e i r  e x p o r t s  by  d e v a lu a t io n  of the  
pound , w hen  c o m p a r e d  w ith  the  r a t e  of in f la t io n ,  th ey  w o u ld  
a r g u e  th a t ,  fo r  e x a m p le ,  D ex ion  O v e r s e a s  su p p ly in g  to 
d i s t r i b u t o r s  h a d  h ad  i t s  p r i c e  i n c r e a s e s  m o r e  th an  o f f s e t  by  
the  d e v a lu a t io n  of the  pound . It w ou ld  b e  t h e i r  a r g u m e n t  th a t  
th e i r  d i s t r i b u t o r s  a r e  n o  w o r s e  off, b u t  u n fo r tu n a te ly  t h e r e  is  
the  p s y c h o lo g ic a l  im p a c t  o f  c o n s t a n t ly  h a v in g  to  change  p r i c e s ,  
and  o v e r s e a s  d i s t r i b u t o r s  w i l l  r e m e m b e r  the  l a s t  p r i c e  i n c r e a s e .  
It i s  v e r y  d if f ic u l t  to g e t  i t  a c r o s s  th a t  the  p o u n d  i s  d e v a lu in g  a s  
f a s t ,  if n o t  a l i t t l e  f a s t e r  a t  t i m e s ,  a s  th ey  a r e  p u t t in g  u p  t h e i r  
p r i c e s .  T h e y  w ou ld  l ik e  to s e e  a  s i tu a t io n  w h e r e  t h e r e  w a s  no 
n e e d  to  d ev a lu e  the  pound .
T h e  P r e p a r a t i o n  the  C o m p a n y  u n d e r to o k  to  p e n e t r a t e  the  E E C  
M a r k e t s  in the K now ledge  th a t  the  UK w ould  jo in  the  C o m m u n i ty  
T he  c o m p an y  looked  a t  the s i tu a t io n ,  an d  th e i r  a n a ly s i s  w as  th a t  
th ey  h ad  b e e n  a c t iv e  in  a l l  th e s e  c o u n t r ie s  fo r  m an y  y e a r s ,  an d  
so th e  only  change th ey  cou ld  c l e a r l y  id en t ify  w as  the t a r i f f  
s av in g , and  fo r  th is  r e a s o n  th ey  did  n o t  r e a l l y  ch an g e  an y  p o l ic y .  
T a r i f f  c h an g e s  w e r e  so g ra d u a l  th a t  they  w e r e  o u tw e ig h ed  by  
ex ch an g e  r a t e  c h an g e s ,  th a t  th ey  w e r e  only  ab le  to m a in ta in  th e i r  
m a r g in  o r  im p r o v e  i t  a  l i t t l e .  T h ey  d id  look  a t  the  p o s s ib i l i t y  
th a t  t h e r e  w e r e  so m e  p r o d u c t s  w h ich  w e r e  p e r h a p s  going  to be
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be m o r e  c o m p e t i t iv e  an d  w h ic h  th ey  sh o u ld  p u sh  a b i t  m o r e .
A t the  t im e  of the R e f e r e n d u m ,  the  c o m p an y  d id  n o t  p u r s u e  
n e u t r a l  a t t i tu d e ,  i t  c a m e  down in  f a v o u r  of e n t r y .  It w a s  m a d e  
c l e a r  to  the s ta f f  th a t  t h e i r  v o te  w as a f r e e  v o te ,  b u t  th ey  ough t 
to  know how  i t  w ould  a f fe c t  th e  co m p an y .  A s  they  ju d g ed  i t ,  
t h e r e  w a s  s o m e  tan g ib le  b e n e f i t  of e n t r y  on the  C u s to m s  s id e ;  
t h e r e  w ould  a l s o  be  in ta n g ib le  b e n e f i t  b e c a u s e  of the  co n f id en ce  
f a c to r  a n d  th e  la c k  o f  u n c e r t a in ly  w h ich , i t  w a s  h o p ed , w o u ld  im p r o v e  
m a r k e t  c o n d i t io n s .
In the lo n g e r  t e r m ,  in  W e s te r n  E u r o p e ,  th e y  s ee  t h e i r  f a s t e s t  
g ro w in g  m a r k e t  a s  b e in g  F r a n c e .  T h e y  h av e  p u t  a n u m b e r  of 
o r g a n i s a t i o n a l  r e i n f o r c e m e n t s  in to  th e i r  F r e n c h  o r g a n i s a t i o n  
o v e r  the  l a s t  y e a r  o r  two, and  w hen f in a n c e s  p e r m i t  th ey  can  
s e e  p o te n t ia l  f u r th e r  in v e s tm e n t  b o th  on the  m a r k e t in g  and  
p ro d u c t io n  s id e .  T h i s  i s  by no  m e a n s  to  b e l i t t l e  the  th in g s  
w h ich  th ey  w i l l  do to m a in ta in  and  t r y  to s t r e n g th e n  th e i r  
m a r k e t  p o s i t io n  in  the  o th e r  c o u n t r i e s  a s  w e l l .
I ta ly ,  w h ich  n o r m a l l y  w ould  b e  the  fo u r th  b ig g e s t  m a r k e t  in  th e  
E E C ,  th e y  h a v e  v i r t u a l l y  w r i t t e n  off a s  a m a r k e t .  It i s  a  
m a r g i n a l  m a r k e t  and if  th ey  c an  ge t b u s i n e s s  w ith o u t  s ig n i f ic a n t  
in v e s tm e n t  th ey  w i l l  do so , b u t  th ey  do n o t  s e e  i t  a s  s ig n i f ic a n t  
fo r  a  w hole h o s t  of r e a s o n s ,  in c lu d in g  lo c a l  b u s in e s s  p r a c t i c e ,  
g e n e r a l  fu tu r e  ou tlook  fo r  the c o u n try ,  th e  p r i c e  l e v e l s  o b ta in a b le  
t h e r e ,  the  p r e d o m in a n t ly  lo c a l  c o m p e t i t io n ,  and  the  f a c t  th a t  i t  h a s  
b e e n  a g r a v e y a r d  fo r  B r i t i s h  c o m p a n ie s  who have  in v e s te d  th e r e  
in  the p a s t .  T h e r e  is  a t  l e a s t  one c o m p a n y  in  th e i r  i n d u s t r y  th a t  
t r i e d  to s e t  up p ro d u c t io n  an d , a f t e r  a  few y e a r s  and  a huge lo s s ,  
i t  p u lled  ou t.  T h e r e  a r e  o th e r  m a r k e t s  in  E u r o p e  - S pa in , for 
e x a m p le ,  w h ic h  is  a  v e r y  good  p o te n t ia l  m a r k e t ,  b u t  i t  i s  a v e r y  
d if f icu l t  one to  g e t  in to .  T he  co m p an y  h a s  a lw ay s  h ad  a l i c e n s e e  
in  Spain and f e e l s  i t  is  p ro b a b ly  too la te  to  change  th a t;  th is  
m a r k e t  i s  t h e r e f o r e  p a r t ly  w r i t t e n  off u n le s s  so m e th in g  r a d i c a l
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w e re  to change, l ike  the l i b e r a l i s a t i o n  of the in v e s tm e n t  p o l ic y  
of the S p a n ish  G o v e rn m e n t  a g a in s t  f o r e ig n  c o m p a n ie s .  T he  
co m p an y  s e e s  the b ig  t h r e e  m a r k e t s  a s  b e in g  G e rm a n y ,  F r a n c e  
and th e  UK, in  th a t  o r d e r ;  th ey  h av e  c e r t a i n  m a r k e t  p o s i t io n s  in 
eac h  of th e s e  t h r e e  c o u n t r i e s ,  B e n e lu x  th e y  w ould  r e g a r d  a s  the  
n e x t  b ig g e s t ;  in  fa c t ,  e v en  though i t  i s  lo w e r  dow n in  the p u r e  
s iz e  le a g u e  th ey  see  qu ite  a  good o p p o r tu n i ty ,  s t r a t e g i c a l l y  to 
im p r o v e  th in g s  in  H o llan d , H o w e v e r ,  th ey  have  an  o r g a n i s a t io n a l  
d i l e m m a  t h e r e  w ith  a  long  s tan d in g  d i s t r i b u t o r  in  H o lla n d ,
In the long t e r m  they  th in k  th a t  p ro b a b ly  th e y  w i l l  have  to  h a v e  
a  s a l e s  c o m p an y  in  H o lla n d .  T h e r e  a r e  o th e r  m a r k e t s  - 
S c a n d in a v ia ,  A u s t r i a ,  S w i tz e r la n d  - b u t  th ey  a r e  a l l  r e l a t i v e l y  
s m a l l .
F a c t o r s  a ffec t ing  o p e ra t io n s  in  the  E E C  m a r k e t :
F a c t o r s  such  a s  the  s iz e  o f  the  lo c a l  m a r k e t ,  the  f o r m  of l o c a l  
c o m p e t i t io n ,  l e g a l  r e q u i r e m e n t s ,  and  p ro d u c t io n  c o s t s  w o u ld  a f f e c t  
the c o m p a n y 's  d e a l in g  in  the  E E C  r a t h e r  th an  e n t r y  i t s e l f .  T hey  
c a n n o t  s e e  any  e a s i ly  id e n t i f ia b le  a d v a n ta g e s  f r o m  b e in g  in the  
E E C .  O b v io u s ly  t h e r e  h a v e  b e e n  b e n e f i t s  in  t e r m s  of a g r e a t e r  
a c c e p ta n c e  by the o v e r s e a s  c o m p a n ie s  w ith  w h ic h  th e y  w o r k ,  
b u t  no p a r t i c u l a r  e co n o m ic  b e n e f i t s .
H o w e v e r ,  in  the  c o m p a n y 's  f ie ld  of p r o d u c t s  t h e r e  a r e  c e r t a i n  
t e c h n ic a l  s t a n d a r d s ,  b u t  t h e r e  i s  no u n i f o r m i ty  of th e s e  w ith in  the 
C o m m o n  M a r k e t ,  so th a t  in  e ac h  c a s e  th ey  have  to d e a l  w ith  a  
n a t io n a l  te c h n ic a l  b u r e a u  who s e t  s t a n d a r d s .  T h e r e  is  a  S to ra g e  
E q u ip m e n t  M a n u f a c tu r e r s '  A s s o c ia t io n  in  B r i t a i n  la y in g  down a s e r i e s  
of te c h n ic a l  s t a n d a r d s  fo r  p a l le t  r a c k in g ,  a n d  th e s e  s t a n d a r d s  a r e  
n o t  only  d i f f e r e n t  f r o m  th o se  th a t  p r e v a i l  in A m e r i c a  b u t  a l s o  
d i f f e r e n t  f r o m  the F r e n c h  and G e r m a n  s t a n d a r d s .
T h e r e  h a s  n o t  b e en  a r ig id  e n fo rc e m e n t  o f  s t a n d a r d s ,  b u t  th ey  
a r e  t ig h te n in g  up the w hole  t im e ,  and  to  so m e  e x te n t  the  co m p an y
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is  lo ok ing  a t  the  d e s ig n  of i t s  p ro d u c ts  a s  a  g ro u p  m e e t in g  a 
co m m o n  s ta n d a r d ,  in  o r d e r  to  ga in  a c c e p ta b i l i ty  in  E u r o p e .
T h is  d o e s  no t m e a n  to  say  th a t  t h e r e  i s  l e g i s la t io n  p re v e n t in g  
p r o d u c t s  n o t  up to a c e r t a in  s t a n d a r d  f r o m  b e in g  a l lo w ed  in ; 
and  th e r e  a r e  u n o f f ic ia l  s t a n d a r d s  w h ich  c o m p e t i t io n  w i l l  q u o te ,  
c la im in g  th a t  th e i r  own p r o d u c ts  m e e t  th e s e  s t a n d a r d s .  D exion  
a r e  n o t  in  a p o s i t io n  to quote th e se  s t a n d a r d s ,  w h ich  o b v io u s ly  
p u ts  th e m ,  to so m e  e x te n t ,  a t  a  c o m p e t i t iv e  d is a d v a n ta g e .
T h ey  do not change  t h e i r  w h o le  p r o d u c t  r a n g e  m e r e ly  b e c a u s e  they  
c a n n o t  m e e t  th e  h ig h e r  s ta n d a r d s  of c o u n t r i e s  in  the  E E C .  T h ey  
a c c e p t  th e  f a c t  th a t  th is  is  so , a t  l e a s t  fo r  the  p r e s e n t ,  a l th o u g h  
th ey  m a y  m e e t  th o se  s t a n d a r d s  in  the  f u tu r e .
T h e s e  f a c t o r s  could  be c o n s id e r e d  an  o b s ta c le  to f r e e  t r a d in g  
by  the  co m p an y  in th e  E E C  m a r k e t .  On the  o th e r  h an d , t h e i r s  
is  a c o m p a n y  w ith  a  l a rg e  in v o lv e m e n t  in  r e s e a r c h  and  d e v e lo p ­
m e n t  in p r o d u c ts  and th ey  c o n s id e r  th a t  th is  shou ld  p u t  th e m  in  
a  s t r o n g e r  p o s i t io n  once  they  h av e  m e t  an y  s t a n d a r d s .  T h e y  th in k  
i t  i s  a  h i s t o r i c a l  le g a c y  th a t ,  u n t i l  the  l a s t  couple  of y e a r s ,  
th e s e  s t a n d a r d s  have  n o t  g e n e r a l ly  b e en  i m p o r t a n t ,  t h e i r  
im p o r t a n c e  is  in c r e a s in g .  T h e y  th ink  the  s t a n d a r d s  in  th e  
S ta te s  h a v e  b e en  m o r e  r i g i d  f o r  so m e  t im e .  T he  co m p an y  
m a n u f a c tu r e s  in  F r a n c e ,  B e lg iu m  an d  G e rm a n y ,  and  w a s  d o in g  
so  p r i o r  to  E E C  en try*  T h e s e  p la n ts  r e p o r t  to the  g ro u p  m a n a g in g  
d i r e c t o r  of D ex io n -C o m in o  I n te r n a t io n a l .  In 1974 th e r e  w a s  a 
d e v e lo p m e n t  th a t  h a s  c h an g e d ,  and  w i l l  change  even  m o r e ,  the 
s t r u c t u r e  of D e x io n , T h e y  w e r e  tak en  o v e r  b y  I n te r l a k e ,  an  
A m e r i c a n  s t e e l  g ro u p .  In te r  lak e  a l r e a d y  had  r e p r e s e n t a t i o n  in 
E u r o p e ,  n a m e ly  B e lg iu m ,  S ince  th en  t h e r e  h a s  b e e n  d i s c u s s i o n  
on the  s t r u c t u r e  of the  s t o r a g e  and  m a t e r i a l s  h an d lin g  s id e .  
I n t e r l a k e ' s  s to ra g e  an d  m a t e r i a l s  h a n d l in g  o p e ra t io n s  a r e  n o t  a  
m a j o r  p r o p o r t io n  of th e i r  b u s i n e s s ,  w h ich  is  p r i m a r y  s t e e l  
p r o d u c t s  a n d  s t r a p p in g ,  a n d  th e y  a l r e a d y  h ad  a c o m p an y  in v o lv e d  
in  s to r a g e  an d  m a t e r i a l s  h a n d l in g ,  in B e lg iu m , c a l le d  R e a d i r a c k .
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T he  c u r r e n t  s i tu a t io n  i s  th a t  D e x io n -C o m in o  I n te r n a t io n a l  
h a s  ta k e n  o v e r  the  g ro u p  r o l e  fo r  the  w ho le  of E u r o p e  
inc lu d in g  R e a d i t r a c k  w h ich  now r e p o r t s  to  t h e i r  m a n a g in g  
d i r e c t o r  in  the UK, T h i s  h a s  com e abou t s im p ly  on the  b a s i s  
of be ing  tak en  o v e r  by  the  A m e r ic a n  g ro u p ,  and n o t  th ro u g h  
the e n t r y  in to  the  E E C ,
In the m a in ,  w ith  t h e i r  type  of p r o d u c t ,  t h e r e  w a s  only a  s m a l l  
t a r i f f  in to  E u r o p e  - p o s s ib ly  a ro u n d  7%, In an y  c a s e ,  p r i o r  to  
e n t r y  in to  the  E E C ,  th o se  t a r i f f s  w e r e  on the  w ay  down r e s u l t i n g  
f r o m  the K enn ed y  R o u n d , so  E u r o p e a n  t a r i f f s  h a v e  n e v e r  b e e n  
a m a j o r  i s s u e .  T h e r e  a r e  f a r  m o r e  i m p o r t a n t  i s s u e s  su ch  a s  
d e v a lu a t io n  of the pound , in f la t io n ,  and  th e  c o m p a n y 's  a b i l i ty  
to  m e e t  p ro d u c t io n  in  th e  b o o m  t im e s ,  o r  r a t h e r  to  m e e t  
c o m p e t i t o r s '  d e l iv e r y  t i m e s  in  c o u n t r i e s  l ike  F r a n c e  and  
G e r m a n y .  C e r ta in ly  in  the l a s t  e ig h te e n  m o n th s  they  have  s e e n  
th a t  i t  i s  e s s e n t i a l  th a t  th e i r  d e l i v e r y  t i m e s  a r e  p r e t t y  s h o r t  to  
get o r d e r s .
T h e  n e e d  to  b u i ld  up m a r k e t in g  f a c i l i t i e s  in E E C  c o u n t r i e s  
fo llow ing  E E C  m e m b e r s h i p
T h e  co m p an y  d id  not h av e  any n e e d  fo r  a r a p id  e x p an s io n  of 
m a r k e t in g  f a c i l i t i e s  b e c a u s e  they  a l r e a d y  h a d  the  b a s i s  t h e r e  in  
E u r o p e .
E f fe c t  of H ig h e r  E E C  S ta n d a rd  on P e r f o r m a n c e  of the P r o d u c t  
and th e  P a r t  P la y e d  by R e s e a r c h  and  D e v e lo p m e n t
R e s e a r c h  and  d e v e lo p m e n t  p la y s  a v e r y  b ig  p a r t  in  t h e i r  p ro d u c t io n .  
T h e y  a r e  c o n s ta n t ly  look ing  a t  t h e i r  e x is t in g  p r o d u c t s ,  im p r o v in g  th e  
p e r f o r m a n c e  of th o s e  p r o d u c t s ,  re d u c in g  c o s t s  on th o se  p r o d u c t s ,  
and d ev e lo p in g  n e w  p r o d u c ts  w h e re  th ey  th in k  th e re  is  a m a r k e t  
fo r  t h e m .  T h is  r e s e a r c h  in f o r m a t io n  i s  s h a r e d  w ith  t h e i r  
E u r o p e a n  c o m p a n ie s .  In the  m a i n  they  w i l l  la u n ch  a new  p r o d u c t  
in the U ,K ,  a n d  th en  th e y  w i l l  in v ite  the  o th e r  E u r o p e a n  c o m p a n ie s
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to have a look  a t the  p ro d u c t ;  e x p la in  w h e r e  th ey  th in k  i t  w i l l  f i t  
in to  the  m a r k e t ,  i t s  c a p a b i l i t i e s ,  and  then  w o rk  out w h a t  t r a n s f e r  
p r i c e s  they  can  o f f e r .  I t  i s  e n t i r e ly  up to the s u b s id i a r i e s  w h e th e r  
th ey  f e e l  th a t  th ey  c an  s e l l  i t  a t  the  p r i c e  o b ta in a b le  and  w h e th e r  
they  w i l l  tak e  i t  up . The r e s e a r c h  and  d e v e lo p m e n t  fu n c tio n  is  a 
G ro u p  co m p an y  a t  H e m e l  H e m p s te a d ,b u t  th ey  do  look  a t  sp e c i f ic  
p r o b le m s  fo r  o th e r  c o u n t r ie s  if  o th e r  c o u n t r i e s  com e up w ith  
s u g g e s t io n s  on the  p r o d u c t s  th a t  they  a r e  buying  - p e r h a p s  s u g g e s t in g  
a change  in c o m p o n e n ts .  W h en  a s k e d  w h e th e r  they  do r e s e a r c h  f o r  
o th e r  c o m p a n ie s  they  r e p l i e d  th a t  a l th o u g h  th ey  m ay  h a v e  done so  in 
the p a s t  th e y  d o  no t now .
R e la t io n s h ip  b e tw e e n  th e  UK C o m p an y  and  i t s  E u r o p e a n  
S u b s id ia r i e s  p r i o r  to  E E C  e n t r y ,  ch an g e s  due to  e n t ry ,  and 
a t  p r e s e n t
T h e  co m p an y  d o es  n o t  th in k  th a t  e n t r y  m ad e  th e  s l i g h t e s t  d i f f e r e n c e  
in  th e i r  b u s in e s s ;  i t  changed  the  r a t e s  of du ty  b y  a s m a l l  a m o u n t  
w h ich  w a s  h e lp fu l  b u t  n o t  c r i t i c a l ,  an d  in  t e r m s  of r e l a t i o n s h ip s  
no th ing  w as  a l t e r e d .  In th e i r  p a r t i c u l a r  s i tu a t io n  w h a t  h a s  to  so m e  
ex ten t  a l t e r e d  th e i r  c i r c u m s t a n c e s  w as a ch an g e  o f  o w n e rs h ip .  T h i s  
h a s  ch an g ed  th in g s  b a s i c a l l y  in  the  r e p o r t i n g  an d  f in a n c ia l  c o n t ro l  
a r e a s ,
T h e  r e l a t i o n s h ip  a lw ay s  h a s  b e e n ,  and  s t i l l  i s ,  on the  b a s i s  th a t  
the  c o m p a n ie s  they  h a v e  o u ts id e  the  UK a r e  lo ca l ly  m a n a g e d ,  u s u a l ly  
b y  a lo c a l  n a t io n a l .  He r e p o r t s ,  d e p en d in g  on  the  l e g a l  s t a tu s  of 
the  co m p an y  c o n c e rn e d ,  in  G e r m a n y  i t  i s  a  Gm bH , in  F r a n c e  
a  S o c ié té  A n o n y m e , e tc  to th e i r  e q u iv a le n t  o f  a B o a r d .
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In e ffec t he  i s  r e p o r t in g  to  the  p a r e n t  c o m p an y ,  a s  r e p r e s e n t e d  b y  
th e i r  m an ag in g  d i r e c t o r  o r  c h a i r m a n  who is  r e s p o n s ib l e  fo r  o v e r ­
s ee in g  th a t  p a r t i c u l a r  c o m p a n y .
T a k in g  G e r m a n y  a s  an  e x a m p le ,  the  G e r m a n  c o m p an y  i s  m a n a g e d ,  
an d  a lw ay s  h a s  b e e n  by a l o c a l  m a n a g e r ;  he  i s  r e s p o n s ib l e  
fo r  ru n n in g  the  co m p an y  an d  a c c o u n ta b le  fo r h is  r e s u l t s  to the 
c h a i r m a n  of th e  p a r e n t  co m p an y , w ho fo r  m a n a g e m e n t  p u r p o s e s  
c an  be  s a id  to  be on the  b o a r d  of the  G e r m a n  co m p an y ; a l th o u g h  
s t r i c t l y  sp ea k in g  th e y  do  n o t  h a v e  a  b o a r d  of d i r e c t o r s .  The 
c o n t ro l  fo r  tax  p u r p o s e s  i s  n o t  e x e r c i s e d  w ith in  th e  UK; w e r e  
i n s t r u c t i o n s  to  be g iven  th e s e  w ou ld  co m e  f r o m  the  c o u n t ry  of 
o p e ra t io n  an d  n o t  f r o m  the UK c o m p a n y .  In t h e o r y ,  a t  a n y  r a t e ,  
the  lo c a l  m a n a g e r  w ould  be  f r e e  to  m ak e  h is  own d e c i s io n s  in  
c o n t r a d ic t io n  of w h a t  m ig h t  be  the  w is h e s  of the  p a r e n t  c o m p a n y ,  
a l th o u g h  in  p r a c t i c e  any lo c a l  m a n a g e r  w ho k e p t  doing  th a t  m ig h t  
f in d  h im s e l f  o u t of a  job .
A s  an  e x a m p le ,  th ey  h av e  a  s u b s id ia r y  in B e lg iu m  w h ich  i s  
r e s p o n s ib l e  fo r  the  B e n e lu x  m a r k e t s  m a in ly ,  a n d  t h e r e  i s  q u i te  
a l a r g e  p r o j e c t  w h ich  i s  p ro b a b ly  going to  a r i s e  in  R o t t e r d a m  fo r 
a  m a j o r  a u to m o b ile  c o m p a n y .  It so h a p p e n s  th a t  the  c l i e n t  
co m p an y  h a s  a  p u r c h a s in g  off ice  in  R o t t e r d a m  a n d  a p la n n in g  
an d  a d v i s o r y  o ff ice  in  the  UK, and , t h e r e f o r e ,  a s  th a t  i s  th e  
w a y  th ey  a r e  o r g a n is e d ,  the  c o m p an y  f in d s  th a t  i t  g e ts  q u e r i e s  
f r o m  the m a n  in  th is  c o u n t ry  ab o u t th is  p r o j e c t  th a t  i s  p r o b a b ly  
going  to  end up in  H o l la n d ,
T h e r e  i s  a lw a y s  a d e l ic a te  b a la n c e  b e tw een  lo c a l  an d  s u p r a ­
n a t io n a l  i n t e r e s t s .  So w i th  a g ro u p  of c o m p a n ie s  w h ich  i s  
o p e ra t in g  in  s e p a r a t e  c o u n t r i e s ,  b o th  f r o m  the lo c a l  m a n a g e r ’ s 
l e g a l  s tan d p o in t  and  the B r i t i s h  t a x  law , th e  UK co m p an y  can n o t  
r e a l l y  g ive o r d e r s  b u t  h a s  to  t r y  to  in f lu en c e  t h e  m a n a g e r  to  do 
w h a t  i t  th in k s  i s  in  th e  b e s t  i n t e r e s t s  of the  g ro u p ,  in s u ch  a w ay  
th a t  h e  i s  doing i t  b e c a u s e  i t  i s  in  h is  i n t e r e s t  a s  w e l l .
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T h is  h a s  n o t  c h a n g e d  - i t  w as  no d i f f e r e n t  p r e - 1 9 7 3 ,  o r  in I960  
a n d  w i l l  be no d i f f e re n t  in  1980, T h e  co m p an y  c o n s id e r s  th a t  the  
e f fe c t  of E E C  c e n t r y  i s  on the  l e v e l  of c r e a t in g  -  o r  n o t  c r e a t in g  -  
a  c l im a te  of in v e s tm  a i t  co n f id e n ce ,  a n d  a f f e c t s  the  v a lu e  of 
p u r c h a s e s  w h ic h  the  m a r k e t  i s  w il l in g  to  m a k e ,  a n d  th e y  a s  a 
s u p p l ie r  to  m a r k e t s  b e n e f i t ,  o r  n o t ,  f r o m  t h a t .  B u t  i t  i s  v e r y  
h a r d  to  m e a s u r e  how m u c h  of th a t  w a s  due to  e n t r y ,  how m u c h  
w a s  due  to ch an g in g  e c o n o m ic  c i r c u m s t a n c e s ’» th e  O P E C  p r i c e  r i s e  
an d  o th e r  f a c t o r s .  In e f f e c t  i t  i s  i m m e a s u r a b l e .
T h e y  do no t  m a n u f a c tu r e ,  by any m e a n s ,  a l l  the  p r o d u c t s  th a t  
th e y  s e l l ;  th e  b ig g e s t ,  a n d  m o s t  in d e p e n d e n t  m a n u fa c tu r in g  p la n t  
w o u ld  be  th e  G e r m a n  o n e , F r a n c e  i s  v e r y  m u c h  d e p e n d e n t  on 
i m p o r t i n g  p r o d u c t s  f r o m  th e  H e m e l  H e m p s te a d  f a c to r y ;  the  
G e r m a n s  a l s o  im p o r t  f r o m  H e m e l  H e m p s te a d  b u t  to  a  l e s s e r  
d e g r e e ,  and  a s  d o es  the  B e lg ia n  c o m p a n y .
T h e r e  i s  so m e  h a r m o n i s a t io n ,  b u t  m a y b e  n o t  a s  m u c h  a s  th ey  
w o u ld  l ik e  to  s e e .  In the  g ro u p  th e y  a r e  a lw a y s  s t r iv in g  to g e t  m o r e  
h a r m o n i s a t i o n  in  p r o d u c ts ,  b u t  i t  i s  v e r y  d if f icu l t  to i n s i s t  on 
the  F r e n c h  or G e rm a n  f a c to r y  ta k in g  a c e r t a i n  p ro d u c t  f r o m  
t h e i r  r a n g e  to  s e l l .  I t  m a y  be  a p r o d u c t  th a t  s e l l s  v e r y  w e l l  
in  the UK, b u t  th a t  d o es  n o t  n e c e s s a r i l y  m e a n  th a t  i t  w i l l  do in  
G e r m a n y ,  So the  E u r o p e a n  c o m p a n ie s  h a v e  a f a i r  d e g re e  of 
a u to n o m y .
T h e  co m p an y  s t a t e s  th a t  e c o n o m i e s  of scade h a v e  to b e  s a c r i f i c e d  
in  m a n y  in s ta n c e s ;  i t  i s  no  good ach ie v in g  t h e  o p t im u m  l e v e l  of 
p r o d u c t io n  if  u l t im a te ly  th ey  a r e  unab le  to  s e l l  the  goods in 
th e  m a r k e t s .  W ith  a  c o m p e t i t iv e  s i tu a t io n ,  w h ich  d u r in g  the  
p a s t  12-18  m o n th s  h a s  b e e n  e x t r e m e l y  t ig h t ,  th e y  can n o t i n s i s t  
th a t  th e  o v e r s e a s  c o m p a n ie s  tak e  a c e r t a i n  q u a n t i ty  f r o m  the  
H e m e l  H e m p s te a d  f a c to r y  to a c h i e v e  b e n e f i t s  of s c a l e .
T h e  co m p an y  c o n s id e r s  th a t ,  in  th e o ry ,  i t  m ig h t  b e  a  good id e a  
fo r  e a c h  co m p an y  to  c o n c e n t r a t e  on p r o d u c t io n  of th e  l in e s  w h ich  
i t  c a n  p ro d u c e  b e s t  and  m o s t  e c o n o m ic a l ly ,  éind th e n  fo r  a  s a l e s
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o rg a n i s a t io n  to  be s e t  u p  to  d i s t r i b u t e  the goods f r o m  one 
c o u n t ry  to  a n o th e r  fo r  the  m a r k e t in g  r e q u i r e m e n t .  H o w ev e r ,  
th e y  p o in te d  ou t th a t  in  th e i r  in d u s t r y  t h e r e  a r e  b o o m s  an d  
s lu m p s ,  w h ich  c r e a t e  a  lo t  of d if f icu l ty  in  a r r a n g i n g  the  s c a le  of 
p ro d u c t io n .  F o r  e x a m p le ,  d u r in g  th e  l a s t  18 m o n th s  t h e i r  H e m e l  
H e m p s te a d  f a c to r y  w o u ld  h a v e  w e lc o m e d  g r e a t e r  th ro u g h p u t ,  in  
th e  f o r m  of a  lo t  m o r e  p ro d u c t io n ,  f r o m  th e  o th e r  E u r o p e a n  
c o m p a n ie s ,  a s  th ey  h a d  s p a r e  c a p a c i ty .  H o w e v e r ,  the s lu m p  h a s  
b e e n  f a i r l y  g e n e r a l ,  s t r ik in g  in  G e r m a n y ,  F r a n c e  an d  B e lg iu m  
a l s o ,  and  so  th e  E u r o p e a n  c o m p a n ie s  c o u ld  n o t  p u t  b u s in e s s  t h e i r  
w a y  b e c a u s e  th e y  cou ld  n o t  g e t  th e  b u s i n e s s  t h e m s e l v e s .  P r i o r  
to  1973 th e y  h a d  b o o m  co n d it io n s  an d  a  l o t  of r e s p o n s e  f r o m  
o v e r s e a s  c o m p a n ie s  p la c in g  o r d e r s  in  H e m e l  H e m p s te a d ,  
a n d  th e y  h ad  a s e v e r e  p r o b le m  in  t r y in g  to  m e e t  th a t  th roughpu t^  
d e l iv e r y  d a te s  g re w  lo n g e r .
E a c h  of the  c o m p a n ie s  in  B e lg iu m ,  G e r m a n y ,  an d  F r a n c e ,  i s  a  
s e p a r a t e  p r o f i t  o rg a n is a t io n ,  so th a t  th e  H e m e l  H e m p s te a d  f a c to r y  
w o u ld  hope to  m ak e  a  p r o f i t  on the  p ro d u c t io n  th a t  th e y  s e l l ,  b e in g  
a  c o s t  c e n t r e  in  t h e i r  own r ig h t  a l s o  w ith  a  n e e d  to  m a k e  a  p r o f i t .  
T h e  UK co m p an y  w ould  no t  c o m p e te  in ,  f o r  e x a m p le ,  the  G e r m a n  
m a r k e t  a g a in s t  t h e i r  G e r m a n  a f f i l i a te  co m p an y  -  a l l  s a l e s  in  t h e i r  
m a r k e t  a r e  fo r  th e m  an y w ay . T h e r e  i s  t h e r e f o r e  h a r m o n i s a t i o n ,  in 
t h a t  the  G e r m a n  c o m p an y  w i l l  e i t h e r  m a n u f a c tu r e  the D ex ion  
p r o d u c t s  t h e m s e l v e s ,  f o r  s a le  in  G e r m a n y ,  o r  w i l l  ge t th e m  
m a n u f a c tu r e d  a t  H e m e l  H e m p s te a d ,  an d  th e n  t r a n s f e r r e d  to  th e  
G e r m a n  s a le s  o r g a n i s a t i o n .  T h e  G e r m a n  c o m p an y  w ould  n o t  s e l l  
in  the  UK e i t h e r .  T h e  H e m e l  H e m p s te a d  f a c to r y  d o es  n o t  
c o m p e te  in  the  r e s t  of th e  w crld  m a r k e t s ;  th e s e  a r e  h a n d le d  in  
th e  m a in  by  D ex io n  O v e r s e a s ,  w h ic h  s e l l s  to  th e  r e s t  of the  
w o r l d  v ia  a  n e tw o rk  of d i s t r i b u t o r s .  F o r  e x a m p le ,  Sw eden ,
N o rw a y ,  the  A f r i c a n  c o u n t r i e s ,  Ihe M id d le  E a s t ,  a r e  h a n d le d  
b y  D ex io n  O v e r s e a s  or d i s t r i b u t o r s  in  th o s e  c o u n t r i e s .
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T h e r e  a r e  w h a t  th ey  r e g a r d ,  and h av e  r e g a r d e d  in  the  p a s t ,  
a s  the im p o r t a n t  i n d u s t r i a l  m a r k e t s  - F r a n c e ,  G e rm a n y ,
B e lg iu m , th e  S ta te s ,  and  A u s t r a l i a  w h e re  th e y  have  s u b s id ia r y  
c o m p a n ie s ,  a l l  of w hom  m a n u f a c tu r e  p a r t  of the  r a n g e  o f t h e i r  
p ro d u c ts  a n d  a l s o  im p o r t  f r o m  H e m e l  H e m p s te a d ,  T he  r e s t  of 
the  w o r ld ,  i . e .  the  s m a l l e r  c o u n t r i e s  th a t  on a  s h e e r  s iz e  
b a s i s  do n o t w a r r a n t  a  s u b s i d i a r y  m a n u f a c tu r in g  co m p an y ,  h av e  
th e i r  s a le s  h an d led  by  D ex ion  O v e r s e a s  w h ic h  w i l l ,  f o r  the  
m o s t  p a r t ,  be p ro d u c e d  a t  the  H e m e l  H e m p s te a d  f a c to r y  a n d  th e n  
so ld  to  d i s t r i b u t o r s  in  th o s  c o u n t r i e s .
In the o n e  b u ild in g  a t  H e m e l  H e m p s te a d  t h e r e  a r e  th r e e  c o m p a n ie s :  
D e x io n -C o m in o  I n te r n a t io n a l ,  w h ich  i s  th e  g ro u p  ho ld ing  c o m p a n y ,  
the  G e r m a n  a n d  B e lg ia n  s u b s i d i a r i e s  an d  D ex io n  O v e r s e a s ,  a n d  
D e x io n  UK,
T h e  c o m p a n y  c o n s id e r s  th a t  h a d  B r i t a i n  n o t  jo in ed  the  E E C ,  th i s  
w ou ld  n o t  h a v e  a f fe c te d  th e i r  m a r k e t in g  o r  s a l e s  fu n c t io n s  o r  a n y  
of th e i r  p o l ic y  in  e i th e r  the  s h o r t  o r  long  t e r m .  T h e y  h a d  th e  s a m e  
s e l l in g  an d  m a n u fa c tu r in g  s t r u c t u r e  p r i o r  to  e n t r y  in to  the  
E E C ,  B e in g  ta k e n  o v e r  by In te r  lak e  of A m e r i c a  h a s  h ad ,  a n d  w i l l  
h av e ,  m o r e  im p a c t  on t h e i r  s t r u c t u r e  th a n  E E C  e n t r y .
E x t e n t  o f  H a r m o n is a t i o n  b e tw e e n  p a r e n t  and  
s u b s id i a r y  c o m p a n ie s
W ith  r e g a r d  to p r i c i n g  p o l i c y , the  co m p an y  b a s ic a l ly  b e l ie v e s  
th a t  w h a t  c r e a t e s  p r i c in g  p o l ic y  is  the  m a r k e t ,  and p r i c in g  le v e l s  
m ay  v a r y  c o n s id e r a b ly  even  w ith in  one c o u n t ry .  A lth o u g h  they  
m ig h t  a v e r a g e  a c e r t a i n  p r o f i t  m a r g in  on any one of t h e i r  
p r o d u c t s ,  s ay  in the  UK, th is  a v e r a g e  r e s u l t s  f r o m  a l a r g e  
n u m b e r  of t r a n s a c t i o n s ,  so m e  of w h ich  h av e  b e en  ta k en  at 
h ig h e r  p r i c e s ,  b e c a u s e  a s a l e s m a n  w a s  a b e t t e r  s a l e s m a n  than  
a n o th e r ,  o r  th ey  h a p p en e d  to p ro v id e  a  b e t t e r  s e r v ic e  to th a t  
p a r t i c u l a r  c u s to m e r ,  o r  so m e  o th e r  r e a s o n .
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A ls o  s u c h  th in g s  a s  q u o ta s  w o u ld  c o m e  in to  i t ,  a s  the 
b ig g e r  th e  t r a n s a c t io n ,  g e n e r a l ly  the  p r o f i t  m a r g in  d e c r e a s e s .
T h en  w ith in  th e i r  t r a d e  th e y  have  a  r a n g e  of p r o d u c ts  th a t  a r e  
v a ry in g  c o m p e t i t iv e  w ith  th o s e  o f  th e i r  r i v a l s .  W ith r e l a t i o n  to 
the UK c o m p an y , the  p r i c e s  they  can  o b ta in  fo r  t h e i r  p ro d u c ts  
in , s ay ,  G e rm a n y ,  a r e  qu ite  p o o r  c o m p a r e d  w ith  p r i c e s  
o b ta in e d  in  the UK, o r  e v e n  in F r a n c e .  B e lg iu m  an d  H o llan d  
co m e  s o m e w h e re  b e tw e e n  F r a n c e  an d  G e rm a n y ;  in  S c a n d in av ia ,  
Sw eden  te n d s  to  b e  a  s o m e w h a t  h ig h e r  p r i c e d  c o u n try  b u t  D e n m a r k  
and  N o rw a y  have  low er p r i c e  l e v e l s ,  an d  i t  i s  h a r d ly  w o r th  ta k in g  
the t ro u b le  to c o m p e te .  S w i tz e r la n d  te n d s  to  be  n e a r e r  to  the  
G e r m a n  p r i c e  l e v e l s .  So p r i c e  l e v e l s  in e a c h  m a r k e t  i s  a 
fu n c t io n  of the  am o u n t  of c a p a c i ty  a v a i la b le  in  th e  in d u s t ry ,  th e  
c o m p e t i to r s  th e y  a re  up a g a in s t ,  an d  how w e l l  th ey  a r e  eq u ip p ed  
to  p ro d u c e .  I t is  a l s o  a  fu n c tio n  of e x ch a n g e  d i f f e r e n t i a l s  £ 100 
w o r th  of p ro d u c t io n  to d a y ,  w ou ld  e x c h a n g e  fo r  450 DM to d ay , 
b u t  1100 DM so m e  t im e  a g o .  T h is  ex ch a n g e  i s ,  in  b r o a d  t e r m s ,  
su p p o se d  to  r e f l e c t  the  d i f f e r e n t  r a t e s  of in f la t io n ,  a n d  th e r e  i s  
p r o b a b ly  an  in d u s t r y  s o m e w h e re  th a t  d o es  r e f l e c t  in f la t io n  
a c c u r a t e ly ,  b u t  t h e i r  i n d u s t r y  d o es  n o t .  T a k in g  so m e  of t h e i r  
p r o d u c t  l in e s  w h ich  h a v e  p ro d u c t io n  in  G e r m a n y  and  in  the  
UK, th e y  a r e  b a s i c a l l y  supp ly ing  G e r m a n  c u s t o m e r s  w ith  G e r m a n  
p r o d u c t io n  b u t  p a r t i c u l a r l y  w h e r e  t h e r e  h a s  been a  lo t  of o v e r ­
c a p a c i ty  (and  th is  h a s  te n d e d  to b r in g  p r i c e s  down even  in  
G e rm a n y  d u r in g  the  l a s t  12 -18  m o n th s )  th e y  can  o ffe r  a s  an  
a l t e r n a t iv e  an im p o r te d  e q u iv a le n t  f r o m  E n g la n d ,  and th is  g iv e s  
th e m  a n e g o t ia t in g  edge w h ich  so m e  of t h e i r  G e r m a n  c o m p e t i to r s  
m a y  n o t  h a v e .  T h e  c o m p e t i t o r s  th a t  th ey  have  m ay  h av e  the 
s a m e  n o m in a l  g e o g r a p h ic a l  c o v e r a g e  -  m a n y  of th e m  m a y  be  
r e p r e s e n t e d  in  m o s t  of the E u r o p e a n  o r  E E C  c o u n t r i e s ,  b u t  
q u a l i ty  c a n  v a r y  c o n s id e r a b ly .  S o m e  m a y ,  in  a  c o u n try  w h e re  
D ex io n  h av e  a s t ro n g  own s a l e s  o r g a n i s a t i o n ,  p e r h a p s  be r e p r e s e n t e d
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by a  s m a l l e r  l o c a l  d i s t r i b u t o r .  T h e  c h ie f  c o m p e t i to r s  they  
h av e  in  B r i t a i n  a r e  m a in ly  B r i t i s h  c o m p a n ie s ;  t h e s e  in  
G e rm a n y ,  a r e  m a in ly  G e r m a n  c o m p a n ie s  ; and  in  F r a n c e  th ey  
a r e  a g a in  a d ig en o u s  c o m p a n ie s .  T h e  b u s i n e s s  t e n d s  to  have  
a l a r g e  n a t io n a l  p re d o m in a n c e  ; th i s  is  n o t  to s a y  th a t ,  in 
G e r m a n y  w h ich  i s  th e  b ig g e s t  s in g le  m a r k e t  in  E u r o p e ,  and 
d o e s  n o t  have  im p o r t e d  F r e n c h ,  S w ed ish , B e lg ia n  p r o d u c t s ,  
e t c .  j b u t  the  m a r k e t  l e a d e r s  ten d  to b e  G e r m a n  p r o d u c e r s  
and  th is  is  to so m e  e x te n t  tied  up w ith  te c h n ic a l  s t a n d a r d s  - 
g e n e r a l ly  G e r m a n  p r o d u c t io n  c o s t s  a r e  h ig h e r .  T h e  c o m p a n y ’s 
own p ro d u c t io n  c o s t s  in  G e rm a n y  a r e  h ig h e r  th a n  t h e i r  
p ro d u c t io n  c o s t s  in  th i s  c o u n t ry .  S ta n d a rd s  s e t  by  d i f f e r e n t  
c o u n t r i e s  in  th e  E E C  th a t  c o n f l ic t  w ith  th o s e  in  o t h e r s ,  p r e v e n t  
h a r m o n i s a t io n .
To s u m m a r i s e ,  the  p r i c in g  is  v a r i e d  a c c o r d in g  to  e co n o m ic  
c o n d i t io n s  an d  lo c a l  c o m p e t i t iv e  s i tu a t io n s ,  th e r e  is  no  r e a l  a t t e m p t  
a t  h a r m o n is a t io n ,  th ey  t r y  to g e t  w h a te v e r  p r i c e ,  o r  r a n g e  of 
p r i c e s ,  the  c o m b in a t io n  of lo c a l  c i r c u m s t a n c e s  p e r m i t s ,  an d  to  
m a x i m i s e  th e i r  m a r g in s  d e s p i te  by t ry in g  to  p ro d u c e  w h e re  i t  i s  
c h e a p e s t  and  s e l l  w h e re  they  can  g e t  the  b e s t  p r i c e .  T h ey  c an  
n e v e r  c o m p le te ly  o p t im is e  m a r g in s  b e c a u s e  to do th a t  th ey  m ig h t  
f in d  th a t  s o m e t im e s ,  in  th e o r y ,  th e y  m ig h t  h av e  to  c lo s e  a f a c to r y  
down c o m p le te ly ,  a n d  th e y  can n o t  do  th a t ,  so th e y  t r y  to g e t  
the  b e s t  c o m p r o m is e  p o s s ib l e .
H a r m o n is a t io n  of p ro d u c t io n  i s  q u i te  a p r o b l e m ,  an d  p o s s ib ly  m o r e
of a p r o b le m  fo r  D ex io n  th a n  it i s  fo r  so m e  o th e r  c o m p a n ie s ,
b e c a u s e  of t h e i r  h i s t o r y .  G oing b a c k  to  the  f i f t i e s ,  t h e  c o u n t r i e s
in  w hich  they  s e t  up c o m p a n ie s  of t h e i r  own w e re ,  a m a n u fa c tu r in g  
and  s a l e s  c o m p a n y  in  B e lg iu m ,  an d  w h a t w as  in i t i a l ly  only  a s a l e s  
c o m p a n y  w h ich  f o r  v a r io u s  r e a s o n s  l a t e r  b r a n c h e d  ou t in to  
m a n u fa c tu r in g  a s  w e l l  in  G e r m a n y ,  A t the  s a m e  t im e  th e y  s e t  up
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a  s a l e s  co m p an y  in  A u s t r i a ,  In F r a n c e  th e y  had  a l i c e n s e e .  
C i r c u m s t a n c e s  ch an g ed  a n d  D e x io n 's  s h a r e  in  the  B e lg ia n  
co m p an y  in  1965 o r  1966 w a s  so ld  to  a  lo c a l  ho ld in g  p a r t n e r .  H e , 
a  few  y e a r s  l a t e r ,  r e s o l d  a l l  of h i s  co m p an y  to  an  A m e r i c a n  
c o m p e t i to r  and, in  1974 th i s  c o m p e t i to r  a c q u i r e d  D ex io n ,  A f te r  
s e l l in g  the  m a n u fa c tu r in g  c o m p a n y  in B e lg iu m  D ex ion  h a d  s e t  
up th e i r  own new  s a le s  s u b s id ia r y  co m p an y  t h e r e ,  b e c a u s e  th e y  
did  n o t  th ink  th ey  n e e d e d  p r o d u c t io n  in  B e lg iu m ,  S in ce  th ey  h a d  
p r o d u c t io n  in  B r i t a in  an d  in  G e r m a n y ,  h o w e v e r ,  a f t e r  th e  t a k e ­
o v e r  th ey  t r i e d  to  m e r g e  th e i r  new  s e l l in g  co m p an y  w ith  the  o ld  
c o m p an y  a n d  c r e a t e  one o r g a n i s a t i o n .  In the m e a n t im e ,  t h e i r  
o ld  co m p an y  h a s  s t a r t e d  m a k in g  a to ta l ly  d i f f e r e n t  p ro d u c t  r a n g e  
b e c a u s e  it  h a d  b e c o m e  a c o m p e t i t o r .  So th ey  have  a d i f f e r e n t  
p r o d u c t  r a n g e  now in  th o se  in s t a n c e s  in  w h ich  they  h av e  got an  
e q u iv a le n t  c o m p e t i t iv e  i t e m .  W h ere  th e y  had  a d i r e c t ly  c o m p a r a b le ,  
b u t  d i f f e r e n t  p r o d u c t ,  th ey  h a d  to  d e c id e  w h e th e r  to  sp e n d  a  lo t  
of m oney  on r e to o l in g .  In p r a c t i c e  in  th e  s h o r t  t e r m  th e y  do n o t  
do th i s  b e c a u s e  i t  w a s  n o t  e c o n o m ic .  In  F r a n c e ,  in  the  e a r l y  
f i f t i e s  th ey  on ly  s e t  up  a  l i c e n c e  a g r e e m e n t  b e c a u s e  th e y  d id  n o t  
h a v e  the  m oney  to  do o th e r w is e ,  a n d  F r a n c e  2 0 -2 5  y e a r s  ag o  w a s  
a v e r y  r i s k y  c o u n t ry ,  p e o p le  had  no c o n f id en ce  b e fo re  D e  G a u l le ,  
C o m in g  to  the  s ix t ie s ,  th in g s  w e r e  obv io u s ly  ch ang ing  a n d  th e y  
e v e n tu a l ly  t e r m i n a t e d  the  l i c e n c e ,  p a id  ou t the  l i c e n c e  fe e  an d  
to o k  o v e r .  T h e r e  w e r e  two f i r m s  in v o lv ed ;  one w a s  p ro d u c in g  
and  th e  o th e r  w a s  s e l l in g .  T h e y  t e r m in a t e d  the  p ro d u c t io n ,  c a m e  
to a n ew  d i s t r ib u t io n  a g r e e m e n t  w ith  the  o th e r  f i r m  an d  e v e n tu a l ly  
b o u g h t  th e m  ou t.  T hey  h a d  s o m e  p ro d u c t io n  of th e i r  own in  
c o m p le m e n ta r y  p r o d u c t s  w h ic h  w e r e  n o t  m a n u f a c tu r e d  b y  the  UK 
c o m p a n y .  C lo s in g  th e  f a c to r y  w ou ld  n o t  h av e  m a d e  th e m  v e r y  
p o p u la r  a s  o w n e r ;  i t  w a s  m a k in g  v e r y  m uch  m oney  f r o m  i t s  
p r o d u c t s  a n d  they  h a d  to  d e c id e  w h e th e r  to  i n s i s t  th a t  i t  had 
i d e n t i c a l  p ro d u c t  r a n g e .  T h e y  d id  no t  do so , in s o f a r  so  t h e r e  i s  
on e p r o d u c t  w h ic h  th ey  a r e  m a k in g  in  F r a n c e  w h ich  th e y  do n o t  
m a k e  a n y w h e re  e l s e  in the G ro u p ,
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G e r m a n y ,  w h ich  i s  D e x io n 's  t h i r d  p ro d u c t io n  lo c a t io n  on the  
c o n t in e n t ,  s t a r t e d  up in  1956 as  an  im p o r t in g  h o u s e  fo r  UK m a d e  
p r o d u c t s .  T h e n  th ey  found th a t  s o m e  o f  the  p r o d u c t s  co u ld  n o t  
c o m p e te  on p r i c e ,  so th ey  h a d  to s t a r t  w ith  a  s m a l l  f a c to r y  m a k in g  
so m e  of the s im p le r  p r o d u c ts  t h e r e .  And th en  g ra d u a l ly ,  due  to  
p e o p le  w ith  d i f f e r e n t  id e a s  ab o u t how to  ta c k le  the  m a r k e t ,  
c u s t o m e r s ,  r e g u la t io n s  a n d  s p e c i f i c a t io n s ,  c o m p e t i t iv e  p r e s s u r e s  
a n d  p r e s s u r e s  on d e l iv e r y  to w hich  th ey  co u ld  r e s p o n d  b e t t e r  w h e n  
th e y  w e r e  m a n u f a c tu r in g  on  th e  s p o t  -  w h a t  w a s  a v e r y  s m a l l  
o p e r a t io n  t h e r e  fo r  e x p e d ie n c y ,  h a s  g r o w n  in to  th e i r  s e c o n d  
b i g g e s t  E u r o p e a n  f a c to r y .  I t  i s  a  b ig  p la n t ,  a  lo t  of m o n e y  i s  
i n v e s t e d  t h e r e ;  an d  i t  i s  m a k in g  p ro d u c ts  w h ich  a r e  b r o a d ly  s i m i l a r  
to  tho se b e in g  m ad e  in the  UK, b u t  m ad e  to s u i t  th e  lo c a l  m a r k e t .  
N e i th e r  th e  G o v e rn m e n t  n o r  th e  C o m m is s io n  i n t e r f e r e s  in t h i s ,  i t  
i s  due to  m a k r e t  r e q u i r e m e n t s  an d  a l s o  c o m p e t i t iv e  p r e s s u r e s .  T h e  
G e r m a n  m a n u f a c tu r e r s  in  th i s  in d u s t r y  d e c id e d  th a t  th ey  w e r e  going 
to  l in k  u p  a g a in s t  the  fo r e ig n  m a k e r s  of e q u iv a le n t  p r o d u c t s  w h ic h  
h a p p e n e d  to b e  c h e a p e r ,  and  th ey  d id  th is  by d ra w in g  up g u id e l in e s  
on t h e i r  own in i t i a t iv e ,  and g e tt in g  a s e a l  of a p p ro v a l  f r o m  the  
G e r m a n  s ta n d a rd s  o ff ice  fo r  t h e s e  g u id e l in e s ,  D ex ion  a r e  in  a 
d i f f ic u l t  p o s i t io n  in  th a t  th ey  a r e  a G e r m a n  p r o d u c e r  and a l s o  a 
G e r m a n  i m p o r t e r ;  t h e i r  G e r m a n  co m p an y  r e g a r d s  t h e m s e lv e s  
m o r e  a s  a  p r o d u c e r  of G e r m a n  goods th an  a s  a  r e s e l l e r  of B r i t i s h  
g o o d s ,  s o  th a t  they  fo l lo w ed  the  tide  of th e  G e r m a n  m a n u f a c t u r e r s  
in  s p e c i f i c a t io n  c h a n g e s .  T h e  co m p an y  th in k s  t h e r e  i s  a l s o  so m e  
s l i ^ t  e l e m e n t  of G o v e rn m e n t  in f lu e n c e ,  in  th a t  G e r m a n y  h a s  b e e n  
a  le a d in g  c o u n try  in  s a fe ty  l e g i s la t i o n ,  w h ich  h a s  a f f e c te d  t h e i r  
type  of e q u ip m e n t  u s e d  in  w a r e h o u s e s  w h e re  s t a n d a r d s  an d  sa fe ty  
f a c t o r s  h a v e  a lw ay s  ten d ed  to  be  s t r i c t e r  th a n  in  o th e r  c o u n t r i e s .  
H o w e v e r  the  G e r m a n  le g i s l a t i o n  h a s  b e c o m e  ev en  s t r i c t e r  o v e r  
the  p a s t  few y e a r s .
T h e r e  i s  a  E u r o p e a n  f e d e r a t io n  of s to r a g e  and  m a t e r i a l s  h an d lin g  
e q u ip m e n t  p r o d u c e r s ,  to  w h ic h  the  n a t io n a l  a s s o c ia t i o n  of e a c h  
of the c o u n t r i e s  b e lo n g s .  E a c h  n a t io n a l  a s s o c ia t i o n  i s  c o m p o s e d
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of the m a n u f a c tu r e r  m e m b e r s  in  e ac h  c o u n try .  T h is  f e d e r a t io n  
( F . E . M .  ) h a s  w o rk in g  p a r t i e s  w h ic h  h av e  b e e n  f o r  s o m e  y e a r s  
now t ry in g  to  c o m e  up  w ith  a  E u r o p e a n  code of p r a c t i c e  fo r  the  
v a r y in g  ty p e s  of e q u ip m e n t  in c lu d in g  s to r a g e  e q u ip m e n t .  T h e  
c o m p an y  th in k s  th is  w i l l  go on fo r  s o m e  y e a r s  y e t  b e c a u s e  t h e r e  
a r e  v e s t e d  i n t e r e s t s  in  e a c h  p a r t  of the  c o m m u n i ty .  T o  tak e  
s to r a g e  r a c k s ,  w e r e  the  G e r m a n s  to  a g r e e  to  a c c e p t  the l e s s  
s t r i c t  c o n d i t io n s  a p p ly in g  to  F r a n c e  o r  th e  UK, th ey  w ou ld  by 
doing th a t  r e m o v e  so m e  of the  h id d e n  b a r r i e r  p r o te c t io n  w h ich  
G e r m a n  p r o d u c e r s  c u r r e n t l y  en joy . S im i la r ly ,  i f  the B r i t i s h  
m a n u f a c t u r e r s  w e r e  to  a c c e p t  th e  s t r i c t e r  - in  t h e i r  op in ion  too  
s t r i c t  - co n d i t io n s  of th e  G e r m a n s ,  th e y  w o u ld  be  m a k in g  a l l  t h e i r  
p r o d u c ts  m o r e  e x p e n s iv e ,  d e s t r o y in g  th e i r  a d v an ta g e  in  o th e r  
m a r k e t s .
H a r m o n is a t io n  in  D e c is io n - m a k in g ,  an d  O r g a n i s a t io n a l  S t r u c t u r e
T h e  c o m p a n y  h a s  fo r  a  l o n g t i m e  p r a c t i s e d  a r a t h e r  f r e e  d e m o ­
c r a t i c  type  of o r g a n i s a t i o n .  In o th e r  w o r d s ,  e a c h  of th e s e  lo c a l  
c o m p a n ie s  h a s  had , and s t i l l  h a s ,  a  l a r g e  m e a s u r e  of f r e e d o m ,  
w ith  c o n t r o l  b e in g  p r i m a r i l y  f in a n c ia l .  T h e r e  w i l l  be  f in a n c ia l  
g u id e l in e s  w h ich  a r e  s e t  - the  a m o u n t  of funds w hich  a r e  a l lo c a te d  
d e te r m in e  to  s o m e  e x te n t  w h a t  p eo p le  a r e  f r e e  to do . B u t w h a t  
they  do w ith in  the g e n e r a l  scope  of th is  h a s  b e e n ,  to a  l a r g e  e x te n t ,  
l e f t  to  lo c a l  m a n a g e m e n t .  The c o m p a n y  h a s  c e n t r a l  s ta f f  d e p a r t ­
m e n ts  a t  W em b ley  P a r k ;  a  m a r k e t in g  fu n c t io n ,  an  e n g in e e r in g  
fu n c tio n  on the p ro d u c t io n  s id e .  T hey  f e e l  th a t  i t  ought to  be 
p o s s ib le  to get b e t t e r  h a r m o n i s a t i o n  if  th ey  w e r e  l e s s  f r e e ,  b u t  
a s  a  s ta f f  d e p a r tm e n t  they  c an n o t do th is  b u t  c an  only a d v i s e  an d  
p e r s u a d e .  S im i la r ly ,  they  can  only  a d v is e  and  p e r s u a d e  u p w a rd s  
to  the c h a i r m a n  o r  m a n ag in g  d i r e c to r  of the  g ro u p ,  and  i t  i s  v e r y  
r a r e  in d e e d  th a t  the  m a n ag in g  d i r e c t o r  o r  c h a i r m a n  w ou ld  f e e l  th a t  
he  shou ld  be  g iv ing  a d i r e c t  o r d e r  to  one of the  o th e r  c o m p a n ie s  a t  
the  lo c a l  l e v e l .  T h ey  c o n s id e r  th a t  th ey  a r e  b e t t e r  a t  th is  th an  they
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u s e d  to  be  b e c a u s e  o f  out s id e  f o r c e s ,  so th ey  h av e  a lo t m o r e  
i n te r c h a n g e ,  b u t  b e tw ee n  e q u a ls  •
T h ey  th ink  th a t ,  a s  a  r e s u l t  o f  the  h i s t o r y  of the  c o m p an y , to ta l  
in t e g r a t io n  h as  n o t  r e a l l y  h a p p e n e d  and  now th e y  a r e  t ry in g  to 
p r o g r e s s ,  f a i r l y  d e m o c r a t i c a l ly ,  to w h a t  m ig h t  be m o r e  e f f ic ie n t  
w ay s  of o rg a n is in g  th e i r  a c t i v i t i e s .
E x p la n a t io n  of the  C o m p e t i t io n  C o n d it io n s  b e tw e e n  the C o m p an y  
and i t s  a s s o c i a t e s   __ .
T h e  c o m p an y  e x p la in e d  th a t  th e  c o m p e t i t io n  c o n d it io n s  b e tw e e n  the 
a f f i l i a te  c o m p a n ie s  and  the UK co m p an y  f a l l s  in to  two a s p e c t s :
(a) lo c a l  c o m p e t i t io n  c o n d i t io n s ;  (b) a llo w in g  c o m p e t i t io n  b e tw e e n  
t h e m s e lv e s .  W hen the c o m p an y  w a s  a s k e d  to e l a b o r a t e  th e s e  
p o in ts ,  t h e i r  c o m m e n t  w a s  th a t  i t  w a s  only in  two sp e c if ic  
i n s t a n c e s ,  v iz :  th e  n o r t h  o f  E n g la n d  c o m p an y  an d  the  B e lg ia n  
f a c to r y ,  had  th ey  found i t  e x p e d ie n t  to  co n tin u e  so m e  d e g r e e  o f  
i n t e r n a l  c o m p e t i t io n .  If th e y  w e r e  a s k e d  a g a in  in  t h r e e  y e a r s ’ 
t im e  th ey  w o u ld  p r o b a b ly  h a v e  found so m e  m e a n s  of r e s o lv in g  
t h i s .  Of c o u r s e  the  v a s t  m a jo r i t y  of t h e i r  c o m p e t i t io n  i s  e x t e r n a l ,  
o th e r  B r i t i s h ,  F r e n c h  and  G e r m a n  p r o d u c e r s .
C o o rd in a t io n  o f  the  D e c i s io n - m a k in g ,  p a r t i c u l a r l y  if  t h e r e  is  a  
c o n f l ic t  o f the  i n t e r e s t s  b e tw e e n  the  a f f i l i a te  c o m p a n ie s
C o - o r d in a t io n  s t a r t s  f r o m  the to p  m a n a g e m e n t .  W hen th e y  w e r e
a c q u i r e d  in  late 1974 by  In te r  la k e ,  one of the  f i r s t  t a s k s  w h ich
the G r o u p  M a r k e t in g  D e p a r t m e n t  took  upon i t s e l f  - b e c a u s e  th e r e
w e r e  a n u m b e r  of m a r k e t s  w h e re  b e in g  a c q u i r e d  b y  a c o m p e t i to r
m e a n t  obv ious  a r e a s  of f r i c t i o n  - w a s  to m a k e  an  a n a ly s i s  and
r e c o m m e n d a t io n s  a s  to w h a t  sh o u ld  be  done o r g a n i s a t i o n a l ly  in
the m a r k e t s  in  q u e s t io n .  T he  m a r k e t s  in w hich  they  h ad  p o s s ib le
a r e a s  of f r i c t i o n  w e r e  th e  UK, B en e lu x ,  F r a n c e ,  and  G e r m a n y ,
In G e r m a n y ,  fo r  e x a m p le ,  D ex ion  h ad  a s e l l in g  o p e ra t io n ;  the
B e lg ia n  f a c to r y  a l s o  h a d  s e t  up , on a m u c h  s m a l l e r  s c a l e ,  a
s e l l in g  o p e r a t io n  in G e r m a n y ,  T he  G ro u p  M a rk e t in g  D e p a r tm e n t
s u g g e s te d  th a t  the B e lg ia n  p r o d u c t  sh o u ld  co n tinue  to be so ld  b u t
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i t  sh o u ld  b e c o m e  the r e s p o n s ib i l i t y  of the G e r m a n  co m p an y  
a s  a s e p a r a t e  o p e ra t io n  so  h av in g  c o n t r o l  o v e r  a l l  the  s e l l in g  
in  G e r m a n y .  T he  G ro u p  M a rk e t in g  D e p a r tm e n t  s u g g e s te d  
a p ro p o s  of B en e lu x ,  w h e re  D ex io n  h a d  a c o m p a n y  to  s e l l  B r i t i s h  
g o o d s ,  th a t  i t  w a s  n o n s e n s e  fo r  so  s m a l l  a m a r k e t  to h av e  tw o 
v e h i c l e s .  T h e  two sh o u ld  b e  m e r g e d  and  the  m o s t  r e a s o n a b le  
e le m e n ts  of the  two p r o d u c t  r a n g e s  sh o u ld  b e  p u t  to g e th e r ,  and 
the  B e lg ia n  co m p an y  be r e s p o n s ib l e  f o r  B e n e lu x ,  In  the  UK 
m a r k e t ,  w h e r e  D ex ion  a r e  the  b ig g e s t  in  th e i r  in d u s t r y ,  the 
f a c to r y  w h ic h  th e  A m e r i c a n s  had s e t  up , b e fo re  th ey  owned 
D ex ion , w as a s m a l l  b u t  i r r i t a t i n g  c o m p e t i t o r .  T h e  G ro u p  
M a r k e t in g  D e p a r tm e n t  s a id ,  th a t  i t  w a s  n o n s e n s e  to c o m p e te  w ith  
th e m s e o v e s  a n d  the  s e n s ib le  th in g  to  do  w o u ld  b e  to  m e r g e  th e s e  
two o r g a n i s a t i o n s .  H o w e v e r ,  b e c a u s e  the D ex io n  o rg a n i s a t io n  w a s  
by  f a r  th e  l a r g e r  and m o r e  s u b s ta n t i a l  one , the c o n t ro l  sh o u ld  
co m e  u n d e r  the D ex ion  s id e .  T h a t  w a s  r e j e c t e d  by the C h ic a g o  
o ffice  b e c a u s e  they  h ad  on ly  a y e a r  o r  two r e c e n t l y  m a d e  so m e  
h e av y  c a p i t a l  c o m m itm e n ts  to ex p an d  th a t  b u s i n e s s ,  an d  th ey  
f e l t  th ey  h ad  m o r a l  o b l ig a t io n s  to the  s t a f f  of th a t  co m p an y ,  an d  
th a t  i f  an  e f fe c t iv e  m e r g e r  w e r e  to  be a l lo w ed  to  tak e  p la c e  a n d  i t  
w a s  to  b e  u n d e r  th e  c o n t r o l  of D ex io n , th e i r  e m p lo y e e s  w o u ld  to 
so m e  e x te n t  f e e l  b e t r a y e d .  T h e r e  w ould  a l s o  be  a  r i s k  th a t  m a n y  
of th e m  w ould  lo s e  th e i r  jo b s  th ro u g h  r e d u n d a n c y .  So th e y  h a d  to 
f ind  w ay s  of k eep in g  the s e c o n d  s m a l l e r  b u s i n e s s  going, a n d  to  
m a k e  i t  p r o f i t a b l e  an d  s u c c e s s f u l  in  i t s  own r ig h t .  T h is  is  s t i l l  a  
p r o b le m  w h ich  h a s  n o t  b e e n  r e s o lv e d ,  and  th e  A m e r i c a n  c o m p an y  
is  s t i l l  b e in g  ru n  as  a s e p a r a t e  b u s in e s s  a n d  is  h av in g  d i f f i c u l t i e s .  
T h e  UK G ro u p  M a rk e t in g  D e p a r t m e n t  a r e  c l e a r  a s  to w h a t  w o u ld  
be the  s e n s ib le  th ing  to do, bu t th e y  h av e  n o t  y e t  p e r s u a d e d  the  
s h a r e h o l d e r s  in  A m e r i c a  th a t  i t  shou ld  be  done .
In F r a n c e ,  the B e lg ian  f a c to r y  h ad  se t  up a  c e r t a i n  a m o u n t  of 
s e l l in g  a c t iv i  ty  and  had so m e  a g e n ts .  T h e  G ro u p  M a r k e t in g  
D e p a r t m e n t  d e c id e d  th a t  t h e r e  w a s  no r e a s o n  n o t  to  s e l l  the  tw o 
p ro d u c t  r a n g e s  b u t  th ey  r e c o m m e n d e d  c o o rd in a t in g  the  s e l l in g  u n d e r
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one c o n t ro l ,  ev en  if  it  i s  d e c id e d  to  do th is  th ro u g h  d i f f e r e n t  
o u t le t s ,  so th a t  the  co m p an y , r a t h e r  th a n  the  c u s t o m e r s ,  b e n e f i t  
f r o m  i t .  A g a in ,  b e c a u s e  of the  c o m m itm e n t  th a t  th ey  f e l t  to w a rd s  
the  B e lg ia n  m a n a g e m e n t ,  the  A m e r i c a n s  did  n o t  l ik e  th e se  p r o p o s a l s  
and  d e c id e d  th a t  the  B e lg ia n  m a n a g e m e n t  sh ou ld  go on c o m p e t in g  
w ith  the  F r e n c h ,
B r i t a i n  e n t r y  in to  the  E E C  an d  the  C o m p a n y :
A d v a n ta g e s ,  d i s a d v a n ta g e s  an d  c o m p e t i t io n
A lth o u g h  the  c o m p a n y  h a s  not o b ta in e d  an y  p o s i t iv e  a d v a n ta g e s  
f r o m  e n try ,  they  say  th a t ,  f r o m  a p o l ic y  p o in t  o f  v iew , they  w e r e  
in  fav o u r  of e n t r y  in to  the  E E C , and  the  B o a r d  w as  c e r t a in l y  in  
f a v o u r .  T h i s  w as  n o t b e c a u s e  th ey  cou ld  p o in t  to  p o s i t iv e  
a d v a n ta g e s ,  b u t  they  f e l t  th a t  th ey  w e r e  in  E u r o p e ,  they  w a n te d  
to  b u i ld  t h e i r  b u s in e s s  in  E u r o p e ,  an d  i t  w a s  im p o s s ib le  to h av e  
know n th e  s i tu a t io n  h a d  th ey  n o t  gone in .  T h is  c o u ld  t h e r e f o r e  be  
t e r m e d  a p s y c h o lo g ic a l  a s p e c t  on ly , b e c a u s e  th ey  f e e l  i t  
h a s  h e lp e d  th e i r  r e l a t io n s h ip  w ith  the  m a n a g e m e n t  of the  
s u b s i d i a r i e s .  T h e y  did  n o t  a t t e m p t  a t a l l  to ch an g e  th e  o r g a n i s a t i o n a l  
s t r u c t u r e  b e c a u s e  of the E E C ,  an d  have  n o t  done so  s in c e  e n t r y .
T h e  c o m p a n y  can n o t  see  p o s i t iv e  d i s a d v a n ta g e s  fo r  th e m s e lv e s  
r e s u l t i n g  f r o m  E E C  e n t ry .  T h e y  have  not found  g r e a t e r  c o m p e t i t io n ;  
the  UK is  t h e i r  m a jo r  m a r k e t ,  b u t  i t  i s  n o t  the  s o r t  o f  i n d u s t r y  
th a t  p e o p le  can g e t  in to  e a s i ly ,  an d  th ey  h av e  n o t  found  any  
m a jo r  E u r o p e a n  c o m p e t i to r s  p e n e t r a t in g  in to  B r i t a i n .  T h e y  a r e  
the  b ig g e s t  s u p p l ie r  in the  UK of m o s t  of the  p r o d u c ts  th e y  p ro d u c e .  
T h e r e  is  one  m a jo r  c o m p e t i to r  who a l m o s t  m a tc h e s  t h e i r  
p e r f o r m a n c e  and a l s o  h a s  a  v e r y  h i ^  s h a r e  of the  m a r k e t  in  the  
UK, and  p e r h a p s  two o th e r  c o m p a n ie s ,  a l th o u g h  s m a l l e r ,  w ith  
a p r e t t y  h ig h  m a r k e t  s h a r e .  T h e y  do  n o t  s e e ,  in  the  n e a r  
f u tu r e ,  a  r u s h  of o th e r  E u r o p e a n  c o m p a n ie s  co m in g  in to  the 
UK and  m ak in g  s u f f ic ie n t  im p a c t  to u p s e t  th i s  m a r k e t .  T h e y  do 
n o t  im p ly  th a t  b e tw een  th e m  th e s e  c o m p a n ie s  h av e  c a r v e d  up  th e
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m a r k e t  o r  th a t  t h e r e  i s  a m o n o p o ly .  T he  c o m p e t i t io n  b e tw e e n  the 
fo u r  o r  f iv e  c o m p a n ie s  is  s a v a g e ,  an d  o b v io u s ly  m o r e  so w hen  t h e r e  
i s  l e s s  b u s i n e s s  a r o u n d ,  a s  in  th e  l a s t  18 m o n th s .
T h ey  w ould  a g r e e  th a t  j u s t  a s  th ey  h a v e  n o t  b e e n  a f fe c te d  by 
E u r o p e a n  c o m p e t i t io n  s in c e  e n t r y  in to  the  E E C ,  the  E u r o p e a n  
c o u n t r ie s  w o u ld  n o t  h a v e  b e e n  a f fe c te d  by B r i t a i n ’s e n t ry ,  so  f a r  
a s  p e n e t r a t i o n  of o th e r  m a r k e t s  is  c o n c e rn e d .  T h e y  do n o t  th ink  
th a t  th e  UK e n t ry  in to  the  E E C  h a s  m e a n t  th a t  the  com pany  h a s  
m a r c h e d  in to  the  r e s t  o f E u r o p e  and  b e a te n  the  c o m p e t i t io n  o u t  
of s igh t - t h e i r  in v o lv e m e n t  in  th e  r e s t  of E u r o p e  h a s  b e e n  a 
f a i r ly  s te a d y  b u i ld - u p  o f b u s i n e s s  t h e r e .
Som e of th e i r  p r o d u c t s  could  be t e r m e d  m o r e  of a  c a p i t a l  p ro d u c t  
th a n  o th e r s  -  f o r  e x a m p le ,  p a l l e t  r a c k i n g .  H o w e v e r ,  w hen  one 
th in k s  of b a s i c  sh e lv in g  th is  te n d s  to  b e  m o r e  of a  c o n su m a b le  
i t e m ,  A g r e a t  d e a l  o f  p a l l e t  r a c k in g  jo b s  a r e  n o t  j u s t  a  c a s e  of 
sup p ly in g  th e  m a t e r i a l s ,  b u t  of d ra w in g  up  the w a r e h o u s e  layou t 
and  d e s ig n in g  the  p a l l e t  r a c k in g  fo r th a t  p a r t i c u l a r  jo b .  O th e r  
l in e s ,  l ik e  s lo t te d  a n g le ,  te n d  to  be  a r e p l a c e m e n t  p r o d u c t  o r  a 
s u p p ly - o n ly  p ro d u c t ,  b u t  th ey  c a n  s e l l  p a c k a g e s  of s lo t t e d  ang le  
w hich  ev en  v e r y  s m a l l  f i r m s  w i l l  buy  f o r  u s in g  th e m s e lv e s  in 
p u t t in g  u p  w o rk b e n c h e s  and  su c h l ik e .  T h e y  h av e  to a t t e m p t  to  
d i f f e r e n t ia te  th i s  p ro d u c t  m o r e  f r o m  the  c o m p e t i t o r s ’ s lo t te d  
a n g le .  T h e r e  i s  t h e r e f o r e  a  f a i r l y  h e a v y  s e l l in g - o n  c o s t  on the  
b a s i c  p ro d u c t io n  c o s t s .
T h e r e  a r e  d e f in i te ly  b e n e f i t s  a s s o c i a t e d  w ith  l a r g e  s c a le  p r o d u c t ­
ion  in  th i s  f ie ld .  I t  i s  p o s s ib le  f o r  a lo t  of v e r y  s m a l l  f i r m s  to  
p ro d u c e  s lo t te d  an g le  qu ite  e a s i ly ,  bu t th ey  c an n o t  p ro d u c e  the 
q u an ti ty  - one n eed s  a  c e r t a in  l e v e l  of th ro u g h p u t  in  o r d e r  to  
w a r r a n t  the in v e s tm e n t  in flow lin e  p ro d u c t io n .  T he  H e m e l  
H e m p s te a d  f a c to r y  is  v e r y  m u c h  a flow l in e  o p e ra t io n ,  so  th a t  
w h i l s t  one c an  e n te r  the  m a r k e t  in a  f a i r l y  s m a l l  w ay , t h e r e  i s  
a  b a r r i e r  in  th a t  one c a n n o t  s u c c e s s f u l ly  c a p tu r e  a  l a r g e  s h a r e  of 
the  m a r k e t  w ithou t f a i r l y  h e a v y  in v e s tm e n t .
29.
A n o th e r  V iew  in  the  C o m p a n y ’s C a s e ,  of B r i t a i n ' s  E n t r y  
in to  the  E E C
T h e  c o m p an y  finds  th i s  q u e s t io n  d if f ic u l t  to  a n s w e r .  H ad  the  
E E C  e n t r y  n o t  b e e n  fo l lo w ed  so  s h o r t ly  by  the  O P E C  p r ic e  r i s e ,  
w h ich  th e y  f e e l  s e t  the  E u r o p e a n  e c o n o m ie s  b a c k  s e v e r a l  y e a r s ,  
one cou ld  h av e  e n v is a g e d  a c o n t in u a t io n  o f  e co n o m ic  co n f id e n ce  
w h ich  w ou ld  h av e  p r o je c te d  a m u c h  b e t t e r  g ro w th  r a t e  fo r  
in v e s tm e n t  and spun off in to  a  m u c h  b e t t e r  m a r k e t  p o te n t ia l  
fo r  th e i r  type  of p r o d u c t s .  I t  s e e m s  to  th e m  th a t  w h a te v e r  
'b u y e r  c o n f id e n c e ' m ig h t  have  b e e n  c r e a t e d  by  r e s o lv in g  the 
E E C  s i tu a t io n ,  i t  w a s  f a r  o u tw e ig h ed  by  th e  o il  s i tu a t io n ,  w h ich  
h a s  n o t  w o rk e d  i t s  w ay  out of the  E u r o p e a n  e c o n o m ie s  ev en  y e t .  
P r e v io u s ly ,  th e  c o m p a n y 's  a n n u a l  g ro w th  r a t e  h a d  b e e n ,  8-10% 
p e r  a n n u m . In 1975, th ey  found  th a t  g ro w th  r a t e s  w e r e  m in u s ,  
w ith  25% fa l lb a c k s  in  t h e i r  m a r k e t ,  a t  a  t im e  w h en , b e c a u s e  
of p re v io u s  g ro w th  r a t e s ,  m o r e  peo p le  h a d  b e e n  in v e s t in g  in  
p r o d u c t io n .  T h e re  w a s  m o r e  c a p a c i ty  an d  a  f a l l  in  d e m a n d .
T h e  co m p an y  found  i f  v e r y  d i f f ic u l t  to  say how m u c h  w o r s e  the 
e c o n o m ic  c l im a te  m ig h t  have  b e e n  i f  th e  UK h ad  n o t  jo in e d  the 
E E C  a n d  the  O P E C  p r i c e  r i s e  h a d  s t i l l  o c c u r r e d .  P o s s ib ly  so m e  
of the in v e s tm e n t  in  the UK h a s  b e e n  m a d e  b y  o th e r  c o m p a n ie s  
in f lu e n c e d  by  th e  m e m b e r s h i p  of the  E E C ,  fo r  e x a m p le  
A m e r i c a n  c o m p a n ie s  w ish in g  to  in v e s t  in  E u r o p e  have  found 
th a t  b e c a u s e  of l in g u is t i c  an d  c u l tu r a l  c o n s id e r a t io n s  E n g la n d  
i s  a  b e t t e r  p la c e  th an  H o llan d  o r  e l s e w h e r e .
T h e i r  e q u ip m e n t  i s  p a r t l y  c o r r e l a t e d  to  i n d u s t r i a l  in v e s tm e n t ,  
b u t  m a in ly  to  l e v e l s  of i n d u s t r i a l  p ro d u c t io n  and  e m p lo y m e n t  - 
the  m o r e  th a t  i s  m a d e ,  the  m o r e  th a t  h a s  to  be  h a n d le d  an d  
s to r e d .  T h e r e f o r e  i f  m e m b e r s h i p  of th e  E E C  b ro u g h t  p ro d u c t io n  
o r  in v e s tm e n t  to th is  c o u n try  w h ich  m ig h t  o th e rw is e  h a v e  
gone e l s e w h e r e  in  E u r o p e ,  th e n  if the  UK h a d  n o t  b e e n  in  the  
E E C , the  c o m p a n y 's  b u s in e s s  m ig h t  h av e  s u f f e re d  a n d  the  f a l l  in
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the  m a r k e t  m ig h t  have  b e e n  ev en  g r e a t e r .  O n  th e  o th e r  h an d , 
s in c e  th ey  a r e  a l s o  v e r y  a c t iv e  in  s e l l in g  on the  co n t in e n t ,  
th ey  w ou ld  h a v e  h o p e d  to  p ic k  up so m e  b u s in e s s  t h e r e ;  b u t  i t  
w o u ld  p o s s ib ly  have  b e en  n o t  as  g r e a t  a s h a r e  a s  th e y  have  
no w . C o n s id e r in g  th e i r  m a r k e t  p o s i t io n ,  the s h a r e  w h ich  th e y  
h a v e  of the  m a r k e t ,  is  p e r h a p s  25% o r  30% of the  e q u ip m e n t  
m a r k e t  in  th i s  c o u n try .  In  G e rm a n y ,  w h ich  i s  t h e i r  n e x t  m o s t  
s u c c e s s f u l  m a r k e t ,  a l th o u g h  th e y  a r e  one of the  le a d in g  c o m p a n ie s  
th e y  only  have  ab o u t  a  10% s h a r e .  S im i l a r ly  in  F r a n c e  th ey  
h av e  n o  m o r e  th a n  8-10% , t h e r e f o r e ,  on th i s  h y p o th e s i s  th ey  
w o u ld  n o t  h av e  p ic k e d  u p  qu ite  so m u c h  of th e  b u s in e s s  a v a i l a b le ,  
r e l a t e d  to  new  in v e s tm e n t .  I t  i s  a  v e r y  d if f ic u l t  m a t t e r  to  t r y  to  
q u an tify  th is ,  a s  who k n o w s  why p eo p le  in v e s t .  T h e  c o m p a n y  d o e s  
n o t k e e p  s t a t i s t i c s  of th e i r  b u s in e s s  in  su ch  a w ay  th a t  th ey  
c o u ld  id en tify  the  g ro w th  o f  b u s i n e s s  due to new  in v e s tm e n t  
c l i e n t s  a s  o p p o sed  to  th a t  due to  the e x p a n s io n  a c t i v i t i e s  of 
e x i s t in g  c l i e n t s .
R e g a r d in g  th e  d is a d v a n ta g e s  to  the  C o m p a n y ,  of B r i t a i n ' s  e n t r y  
in to  th e  E E C ,  The c o m p a n y  d o es  n o t  s e e  any m a j o r  d i s a d v a n ta g e s  
a t  a l l .  One p o s s ib le  d is a d v a n ta g e  th ey  cou ld  id e n t i fy  i s  th a t  i t  
m a d e  the B r i t i s h  m a r k e t  in t h e o r y  m o r e  a c c e s s i b l e  to c o n t in e n ta l  
c o m p e t i t o r s ;  s in c e  b e f o r e  the  h a r m o n i s a t io n  the  UK t a r i f f  l e v e l s  
w e r e  g e n e r a l ly  a  few p e r c e n ta g e  p o in ts  h ig h e r  th an  the  E E C  e x t e r n a l  
t a r i f f .
C e r t a i n ly  d u r in g  the  l a s t  few  y e a r s  a n u m b e r  of c o n t in e n ta l  p r o d u c e r s  
h a v e  a t t e m p te d  to  s e t  up in th e  UK, b u t  n o t  w ith  any  g r e a t  s u c c e s s .  
T h ey  c o n s id e r  th a t  in  th e  c a s e  of the  UK, a  good 90%, i f  n o t  
m o r e ,  of th e  e q u ip m e n t  in  t h e i r  in d u s t ry  m u s t  b e  B r i t i s h  p ro d u c e d ,  
"In  G e r m a n y  the  p e r c e n ta g e  f o r  the  m a r k e t  a s  a w hole  w ou ld  be 
s o m e w h a t  l e s s  - a t  a g u e s s  7 5% o r  80% G e r m a n  p r o d u c e d  w ith  
r a t h e r  m o r e  im p o r t s  b e c a u s e  of th e  s t r e n g th  o f  th e  G e r m a n
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m a r k .  And in  F r a n c e ,  m a y b e  80-85%  is  h o m e  p ro d u c e d ,* '
A w hole  h o s t  o f  th in g s  h a v e  an  in f lu e n c e  on im p o r ta t io n ;  a 
c o m b in a t io n  of p ro d u c t  s p e c i f ic a t io n s ,  h i s t o r i c a l  a c t iv i ty  in  th e  
m a r k e t ,  m a r k e t  r e q u i r e m e n t s ,  th e  s e r v i c e  le v e l  in  t e r m s  of 
a d v ic e ,  a n d  a l s o  d e l iv e r y ,  a v a i la b le  c a p a c i ty .  In a
p e r io d  in  w h ich  th e  t a r i f f s  have  b e e n  b e in g  r e m o v e d ,  the  
t r a n s p o r t  c o s t s  h av e  b e e n  in c r e a s in g .
A n o th e r  th ing  w h ich  c o m e s  in to  i t  i s  r a w  m a t e r i a l  c o s t s ,  b e c a u s e  
t h e r e  i s  a  f a i r l y  h igh  r a w  m a t e r i a l  co n ten t  in  the  p r o d u c t s .
T h is  r e l a t e s  to  the  e c o n o m ic  co n d i t io n s  r a t h e r  th a n  to  the  E E C  
a s  su c h .  S te e l  i s  the m o s t  im p o r t a n t  r a w  m a t e r i a l  in  D e x io n 's  
i n d u s t r y .  T he  only  h a r m o n i s a t io n  w h ic h  o c c u r s  on s t e e l  
p r i c e s  th ro u g h  the  c o m m u n ity  is  u s u a l ly  a t  a t im e  w hen  i t  i s  
a s e l l e r ’ s m a r k e t  a n d  a l l  the  s te e l  m i l l s  a r e  t ry in g  to p u sh  the  
p r i c e s  up to  th e  h ig h e s t  a c c e p ta b le  le v e l .  In a b u y e r ' s  m a r k e t  
th ey  w i l l  s e l l  t h e i r  s t e e l  f o r  w h a t  th ey  can  ge t,  w h ich  i s  no 
d i f f e r e n t  w h e th e r  the  c o u n t ry  i s  in the  E E C  o r  n o t .
T he  B e n e f i t s  the  C o m p a n y  o b ta in e d  f r o m  the T r a d e  A g r e e m e n t s /  
b e tw e e n  the E E C  and the  r e s t  of the  w o r ld  ( in c lu d in g  the E E C  
A s s o c ia t e d  C o u n tr ie s )
T h e r e  h av e  b e e n  q u ite  s t r o n g  g e o g ra p h ic  c h an g e s  in  th e  c o m p a n y 's  
e x p o r t s  b u t  th e s e  a r e  f o r  th e  m o s t  o b v io u s  th in g s .  T h e  s h a r e  in  
t h e i r  e x p o r t s  w h ich  th e  M id d le  E a s t  h a s  ta k e n  h a s  gone up 
d r a m a t i c a l l y .  The c o m p a n y  h a s  p u r s u e d  a p o l ic y  fo r  m any  y e a r s  
now o f  t r y in g  to  g e t  s o m e  b u s i n e s s  firom e v e r y w h e r e ,  an d  w e r e  
qu ite  w e l l  p la c e d  in the  M id d le  E a s t ,  w ith  good c o n ta c ts ,  s a l e s m e n  
on the  sp o t ,  d i s t r i b u t o r s  an d  so on. G oing b a c k  p e r h a p s  ten  y e a r s ,  
som e of the  A f r i c a n  m a r k e t s  w e r e  good b u y e r s ,  an d  a r e  
p r o p o r t io n a l ly  m u c h  l e s s  so  to d a y .
Some of th e m  a r e  p a r ty  to  a g r e e m e n t s  w ith  the  E E C , b u t  th a t  
does  n o t  m a k e  th e m  any b e t t e r  b u y e r s  fo r  t h e  c o m p a n y 's  e q u ip m e n t .
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b e c a u s e  th ey  a r e  s t i l l  s h o r t  of ex ch an g e  an d  buy th in g s  h ig h e r  
on t h e i r  p r i o r i t y  l i s t s .  The m a jo r  m a r k e t s  in  A f r i c a  w e re  B r i t i s h  
an d  F r e n c h  C o m m o n w e a lth ;  the  e x - F r e n c h  t e r r i t o r i e s  a r e  
r e l a t i v e l y  m in o r  m a r k e t s ,  A lg e r i a  be ing  the m a in  e x c e p t io n ,  b u t  
p e r h a p s  to b e  c o n s id e r e d  a s  b e lo n g in g  to  the M iddle  E a s t  r a t h e r  
t h a n  to  A f r i c a ,  A lg e r i a  h a s  b e e n  a  v e r y  good m a r k e t  fo r  the 
c o m p a n y .
T o  s u m m a r i s e  the  c o m p a n y  v iew  on th a t  p o in t ,  i t  h a s  n o t  ch an g ed  
any  of t h e i r  p o te n t i a l i t i e s  in  the  e x p o r t  m a r k e t  b e c a u s e  th ey  
h a d  b e e n  p u r s u in g  a p o licy  of p e n e t r a t in g  th e s e  m a r k e t s  b e fo re  
an d  th e y  h ad  a foo th o ld  t h e r e  a l r e a d y .  T h e y  had  a c c e s s  to  the  
e x - B r i t i s h  C o m m o n w e a l th  anyw ay  w ith  a p r e f e r r e d  t a r i f f  s i tu a t io n .  
T h e  e x t r a  m a r k e t s  w h ich  in  t h e o r y  b e c a m e  p r e f e r e n t i a l  ones  
w e r e  m a in ly  F r e n c h  and  th e s e ,  n o t  only in  A f r i c a  bu t a l s o  in  the  
P a c i f i c  an d  the  C a r ib b e a n  w e re  f a i r l y  s m a l l  -  th ey  a r e  n o t  
r e a l l y  m a j o r  in v e s t m e n t  c o u n t r i e s .
CASE STUDY N o . 4
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S K F  (U .K .)  L T D  
B a c k g ro u n d
S K F  i s  a M u lt in a t io n a l  C o m p an y  w ith  w o r ld  w id e  s a l e s .  The 
m a in  p a r t  o f  t h e i r  b u s in e s s  i s  B a l l  B e a r in g s ,  b u t  th ey  a l s o  have  
i n t e r e s t s  in s t e e l .
S K F  i s  a  S w ed ish  C o m p a n y .  T h e i r  UK f i r s t  f a c to r y  w a s  e s ta b l i s h e d  
ab o u t 1907. T h e i r  UK a c t iv i t i e s  w e re  th e n  th ro u g h  a p a r t l y  owned 
P u b l i c  C o m p a n y .  S u b se q u e n t ly  S K F b o u g h t u p  a l l  the  o u ts id e  s h a r e s  
in  the UK, to  m a k e  i t  a fu lly  owned s u b s id ia r y  of the  Sw edish  h o ld in g  
C o m p a n y .
O p e ra t io n s  in the  E E C  c o u n t r i e s  a n d  in  th e  r e s t  of the  w o r ld :
In the E E C  c o u n t r ie s ,  SK F h a s  m a n u fa c tu r in g  p la n t s  in F r a n c e ,  
G e rm a n y ,  H o llan d  an d  I ta ly ,  The D u tch  f a c i l i t i e s  a r e  p a r t  of the  
o p e ra t io n  of t h e  G e r m a n  c o m p an y .  They h a v e  m a n u f a c tu r in g  p la n ts  
in  South A f r i c a  and  South  A m e r i c a ,  a n d  a g e n ts  in e v e r y  c o u n try  of 
the w o r ld .
In the U .K .  , b e s id e  the B a l l  B e a r in g s  p la n t ,  th ey  have  o th e r  c o m p a n ie s  
c o n c e rn e d  w ith  s t e e l .
M ain  a r e a s  of m a rk e t in g :
T h ey  co v e r  the  whole  m a r k e t  in  the U .K .  A th i r d  of t h e i r  s a l e s  go 
fo r  e x p o r t ,  and  th e r e  is  no c o u n try  in  the w o r ld  th ey  have  n o t  t r a d e d  
w ith .
2 .
S a le s  and  m a r k e ting  fu n c t io n s :
S K F  h a s  i t s  own s a l e s  c o m p a n ie s  in m a n y  c o u n t r i e s .  In ad d it io n  
S K F  u s e s  a g e n ts ,  e i th e r  th o se  of th e i r  own g ro u p ,  o r  th o se  a g e n ts  
th ey  ap p o in t ,  i n  A f r i c a  for e x a m p le .
T h e y  a l s o  have  c o m p a n ie s  w ho w o rk  only  to s e l l  t h e i r  p r o d u c t s  by 
d i r e c t  s a l e s .  T h e s e  s a le s  c o m p a n ie s  buy  f r o m  th e m , s to c k  fo r  t h e m ­
s e lv e s ,  an d  s e l l  to  th e i r  own c u s t o m e r s .  In som e c a s e s ,  n o t  v e r y  
m a n y ,  S K F e x p o r t  d i r e c t l y  to the  u s e r s ,  b u t  th a t  i s  n o t  ty p ic a l .
T h e  s a l e s  and  m a r k e t in g  fu n c t io n s  a r e  c o m b in e d  a t  the  s a m e  l e v e l .
T h e  o rg a n is a t io n  of the  co m p an y  fo r  th e s e  two fu n c t io n s  s t a r t s  w ith  
the c o m m e r c i a l  d i r e c t o r ,  r e s p o n s ib le  fo r  s a l e s  an d  m a r k e t i n g ,
C O M P E T IT IO N  CONDITION:
In the U ,K ,  : RHB i s  the l a r g e s t  lo c a l  m a n u f a c t u r e r .  O th e r  m a n u ­
f a c t u r e r s  in c lu d e  s u b s id i a r i e s  of A m e r i c a n  c o m p a n ie s ;  t h e r e  a r e  s m a l l  
m a n u f a c t u r e r s ,  b u t  n o t  n e a r ly  a s  b ig  a s  R B H ,
C o m p e t i t io n  f r o m  o u ts id e  the  U .K .  c o m e s  f r o m  J a p a n ,  E u r o p e  - 
E a s t  and  W es t ,  an d  A m e r i c a ,  B e c a u s e  of th is  e x te n s iv e  c o m p e t i t io n  
no c o m p a n ie s  a r e  o p e r a t in g  to fu l l  c a p a c i ty .
In the E E C  c o u n t r ie s ,  t h e i r  m a in  c o m p e t i to r s  a p a r t  f r o m  th o s e  in  the  
UK, a r e  SNR in  F r a n c e ,  F E G  in  G e rm a n y  - the  l a r g e s t  of t h e i r  
E u r o p e a n  c o m p e t i t o r s ,  and one o r  two o t h e r s  in  G e rm a n y .
T h e r e  a r e  v a r i a t io n s  in the  c o m p e t i t io n  c o n d i t io n s  in e a c h  of the  
E E C  c o u n t r ie s  ; f o r  e x a m p le ,  in  I ta ly  g o v e rn m e n t  l e g i s l a t i o n  s t i l l  d o es  
n o t  a llow  J a p a n e s e  c o m p a n ie s  to  e x p o r t  to  I t a ly ,  th a t  i s  s ig n if ic a n t  
a s  the  J a p a n e s e  a r e  SKF s '  m o s t  r e c e n t  c o m p e t i t o r s .  W ith  th a t  
e x ce p t io n ,  th e r e  is  not m u c h  v a r i a t io n  in  th e  c o m p e t i t io n  c o n d i t io n s  
in E u r o p e  - the  m a r k e t  is  v e ry  c o m p e t i t iv e .
3 .
P r i c i n g  P o l i c y :
It h a s  to be a  c o m p e t i t iv e  p r i c e ,  b e c a u s e  of the c o m p e t i t io n  b e in g  
f a c e d .  O b v io u s ly  th ey  a lw a y s  k e ep  in  m in d  th e  c o s t s ,  b u t  p r i c e  i s  
v e r y  m u c h  a func tion  of the  m a r k e t  c o n d i t io n .
G ro w th  of t r a d e :
T h e i r  g ro w th  of t r a d e  in the  l a s t  f ive  y e a r s  h a s  n o t  b e e n  s a t i s f a c t o r y ,  
fo llow ing  th e  p e r f o r m a n c e  of the B r i t i s h  e c o n o m y .  A lthough  th e y  e x p o r t  
so m e th in g  l ik e  a  t h i r d  of t h e i r  s a l e s ,  th e y  a r e  s t i l l  v e r y  m u c h  d e p e n d a n t  
on t h e i r  hom e m a r k e t .  As the  U .K .  e co n o m y  h a s  h ad  su ch  a  b a d  
p e r f o r m a n c e ,  SKF a r e  s u f f e r in g .
S p e c ia l  f e a t u r e s  the  com pany  p o s s e s s  w hich  give i t  a d v a n ta g e s  o v e r  
C o m p e t i to r s  :
S K F  i s  in  the  le a d  w hen  i t  co m es  to  the t e c h n ic a l  s id e  of the  p r o d u c t s ;  
the  d e s ig n  a n d  the a p p l ic a t io n  to  the  e n g in e e r in g  s e r v i c e s  a r e  h igh ly  
te c h n o lo g ic a l ly  o r i e n ta te d .  I t  c an  be  s a id  th a t  th ey  have  the m o s t  
a d v a n c e d  p ro d u c ts  on the  m a r k e t .  T h a t  i s  due to  t h e i r  long e x p e r i e n c e ,  
an d  a l s o  to w hat they  r a t e  as  th e i r  s e c o n d  c o m p e t i t iv e  a d v a n ta g e ,  
th a t  th ey  a r e  the  only m a n u f a c tu r e r  who m a k e  a l l  ty p e s  of b e a r i n g s .
So i t  i s  the  v e r y  wide r a n g e  of p r o d u c t s ,  b a c k e d  by th e i r  long 
e x p e r ie n c e  in g e tt in g  th e  r i g h t  b e a r i n g s  in  the  r i g h t  a p p l ic a t io n s ,  
th a t  h a s  g iven  th e m  a d v a n ta g e s .
R  & D:
R  & D fa l l s  in  two p a r t s .  A s  a g ro u p ,  they  h av e  t h e i r  r e s e a r c h  c e n t r e  
in  H o llan d  o p e r a te d  b y  the  f iv e  E u r o p e a n  m a n u f a c t u r e r s .  T h e  c e n t r e  
u n d e r t a k e s  a l l  the R  & D p r o j e c t s  on b e h a l f  of th e s e  f ive  c o m p a n ie s ,  th e  
r e s o u r c e s  a r e  th e r e f o r e  p o o led ,  a n d  p a r t i c ip a t io n  is  on b e h a lf  of a l l  
f iv e  E u r o p e a n  c o m p a n ie s .  T he  o th e r  s id e  of R  & D c o n c e r n s  the  
a p p l ic a t io n  a c t iv i t ie s ,  th is  i s  done a t  l o c a l  l e v e l .  In  the  U ,K .  th ey  
h av e  a  r e l a t i v e ly  s m a l l  r e s e a r c h  l a b o r a to r y ,  d ea l in g  ju s t  w i t h  
e n g in e e r in g  a p p l ic a t io n s  ( te s t in g  an d  c u s to m e r  s e r v i c e s )  r a t h e r  th a n  
the  fu n d a m e n ta l  R  & D p r o j e c t s  done  b y  the  g ro u p  R  & D c e n t r e .
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C a p a c i ty :
T h e r e  is  s p a r e  c a p a c i ty  in  the  in d u s t r y  a s  a  w h o le ,  an d  SK F e x p e r i e n c e  
i t  T h e  e x te n t  of t h e i r  s p a r e  c a p a c i ty  i s  d i f f ic u l t  to  d e f in e  b e c a u s e  i t  
d e p en d s  on w hat i s  b e in g  c o n s id e r e d ,  the  m a c h in e  c a p a c i ty ,  
la b o u r  c a p a c i ty ,  o r  b o th .  In  th e  c u r r e n t  s i tu a t io n  w ith  th e  U .K .  s t i l l  
in  the r e c e s s i o n  the  s p a r e  c a p a c i ty  i s  v e r y  h ig h ,  a ro u n d  20%, on the  
m a c h in e r y  s id e .
P r  o f i tab il i ty :
T h e  p r o f i t a b i l i ty ,  r e l a t i v e  to the s a le s  v o lu m e ,  i s  n o t  s a t i s f a c t o r y .
T h e  p r i c e  l e v e l s  a r e  in g e n e r a l  too  low . T h i s  h a s  s o m e t h i n g  to  do 
w ith  the  c o m p e t i t io n ,  an d  m e a n s  th a t  in s u f f ic ie n t  tu r n o v e r  i s  p r o v id e d  
fo r  th e  m a n u f a c t u r e r s  to  c r e a t e  the c a s h  flow n e e d e d  to in v e s t .
I t  i s  n o t  in s u f f ic ie n t  no t only  a s  f a r  a s  t h i s  c o m p an y  i s  c o n c e r n e d ,  
b u t  a s  f a r  a s  th e  p r o d u c t  i s  c o n c e r n e d .
T h  e m o d if ic a t io n s  to  the p r o d u c t s  to  m e e t  th e  m a r k e t  n e e d s :
B e a r in g s  a r e  a b a s i c  p r o d u c t .  T h e y  h av e  to  a llow  the r o t a t i n g  of a  
h o u s in g ,  d ep en d in g  on the type  of a p p l ic a t io n ,  the load in g  
c h a r a c t e r i s t i c s ,  on the  sp ac e  l im i t a t i o n s ,  a n d  so  on. T h e r e  a r e  
a  w ide  v a r i e t y  of d e s ig n s  a v a i l a b le  to m e e t  a l l  the  p o s s ib le  r e q u i r e ­
m e n t s ,  T h e s e  b e a r in g s  ra n g in g  f r o m  a  few  m m  d ia m e te r  to ,  
p e r h a p s ,  t h r e e  m e t r e s .  B e a r i n g s  h a v e  b e e n  d e v e lo p e d  to  a h ig h  
d e g r e e  o f  e x c e l l e n c e ,  in  t e r m s  of m a t e r i a l  im p r o v e m e n t  i s  p o s s i b l e ,  
b u t  b a s i c a l l y  t h e r e  is  l i t t l e  th a t  c an  be  done to im p r o v e  th e m .
T h e  b a s i c  d e v e lo p m e n t  e f fo r t  i s  t h e r e f o r e  m o v in g  out f r o m  m a k in g  
the  b e a r in g  b e t t e r ,  t o  th e  p r o d u c t  in w h ic h  i t  i s  h o u s e d .
A lo t  of d e v e lo p m  a i t  w o rk  i s  b e in g  done on b e a r in g s  of m o t o r  c a r s ,  
c r e a t in g  u n i ts  w h ic h  a r e a  p a r t  of the  s u s p e n s io n  s y s te m .
M o re  w o rk  is  ta k in g  p la c e  w ith  the  d e v e lo p m e n t  of the  e l e c t r i c  m o to r ,  
i n s t e a d  of s im p ly  p u t t in g  a b e a r in g  at the  end  of th e  s h a f t  of th e  e l e c t r i c  
m o to r ,  they  a r e  co m b in in g  the  b e a r in g  w ith  the  c a s in g  of t h e  m o to r ,  to 
m a k e  i t  b e t t e r  an d  c h e a p e r .
5.
B ra n d  N a m e
T h e  B r a n d  n a m e  h a s  h e lp e d  th e m  a g r e a t  d e a l .  A ro u n d  the  w o r ld ,  
and  in th e  U . K . ,  S . K . F .  h a s  b e e n  known fo r  i t s  b e a r i n g s ,  fo r  a  
long  t i m e ,  in  t e r m s  of h ig h  q u a l i ty .
M a r k e t in g  o th e r  P r o d u c t s
T h ey  m a r k e t  the  p r o d u c t s  of t h e i r  s i s t e r  c o m p a n ie s ,  b e s id e  th e i r  
own p r o d u c t s .  T h ey  do m a r k e t ,  to a  v e r y  l im i t e d  e x te n t ,  o th e r  
p r o d u c ts  w h ich  e i t h e r  c o m p le te  th e  r a n g e  th ey  s e l l ,  o r  a r e  n e c e s s a r y  
to m a tc h  i t .  An e x am p le  f o r  th a t  i s  a  h o u s in g  w h ic h  u s e s  t h e i r  b e a r in g s ,  
th ey  d o n ' t  m a n u fa c tu r e  it ,  b u t  th ey  buy i t ,  f ix  the  b e a r i n g  to  i t ,  and  
s e l l  the  c o m p le te d  u n i t .
T h e  o r g a n i s a t i o n a l  s t r u c t u r e  of th e  E u r o p e a n  m a n u f a c t u r e r s  
T h e  P r o d u c t io n  r a t io n a l i s a t i o n :
T h e  G ro u p  h a s  a  s y s t e m  of r a t i o n a l i s a t i o n  w h ic h  s t a r t e d  s o m e  y e a r s  
a g o . I t  i n c lu d e s  the  r a t i o n a l i s a t i o n  of p r o d u c t io n  s o  th a t  one ty p e ,  and  
one s i z e ,  of b e a r in g  i s  on ly  m a d e  in  one lo c a t io n .  A t one t im e  the 
f iv e  c o m p a n ie s  m a d e  e v e r y  s iz e  and  type  of b e a r in g ,  the  r a t i o n a l i s a t i o n  
p r o g r a m m e  w i l l  h e lp  to  c o n c e n t r a te  th e  v o lu m e  so  th a t  b e t t e r  p ro d u c t io n  
f a c i l i t i e s  c an  b e  c r e a t e d  th ro u g h  l in e s  of p ro d u c t io n  g iv ing  e c o n o m ie s  
of s c a le .  T h i s  i s  now w e l l  u n d e r  the  w ay, a n d  m e a n s  th a t  t h e s e  five  
c o m p a n ie s  a r e  c o m p le te ly  i n t e r - d e p e n d e n t .  E a c h  r  o u ^ l y  m a k e s  20% 
of th e i r  own r e q u i r e m e n t s ,  a n d  b u y s  the  r e s t  f r o m  t h e  s i s t e r  c o m p a n ie s .  
T o  o r g a n i s e  a n d  a d m i n i s t e r  th i s  an  o p e r a t io n s  c e n t r e  h a s  b e e n  
e s t a b l i s h e d  in  B r u s s e l s ,  r e s p o n s ib l e  fo r  c o - o r d in a t in g  the  p ro d u c t io n  
an d  s h ip m e n t  of b e a r in g s  b e tw e e n  th e s e  c o m p a n ie s .
T h e  C o - o r d in a t io n  in  r e l a t i o n  to  the  p r i c in g  p o licy :
T h e r e  is  c o -o r d in a t io n  in the  p r i c in g  p o l ic y ,  b u t  n o t  in  t e r m s  of the 
e x t e r n a l  p r i c in g .  A t r a n s f e r  p r i c in g  s y s t e m  o p e r a t e s  to  s h if t  p ro d u c t io n  
f r o m  one c o u n t ry  to a n o th e r .  H o w e v e r ,  in  e x t e r n a l  p r i c in g  t h e r e  is  no 
h a r m o n i s a t i o n .
6.
T h e  e f fe c t  of the  e le m e n ta t io n  of T a r i f f s  on t h e i r  t r a d e  in  th e  
E . E . C .  c o u n tr ie s
A . In g e n e r a l  t e r m s :
O b v io u s ly ,  the e l im in a t io n  of t a r i f f s  h a s  h e lp e d ,  b e c a u s e  ev en  b e f o r e  
the  r a t i o n a l i s a t i o n  p r o g r a m m e ,  th e r e  had  b e e n  a s ig n i f ic a n t  a m o u n t  
of i n t e r - c o m p a n y  t r a d e  w ith in  th e  E E C .  So th e  r e d u c t io n  of t a r i f f s  h a s  
m a d e  th a t  t r a d e  c h e a p e r .  T h a t  i s  the  only  s ig n i f ic a n t  th ing  in  e n te r in g  
the  E E C ,  a s  f a r  a s  SK F a r e  c o n c e rn e d ,  a s  th e y  sav e  on the  t r a n s f e r  
p r i c e  ab o u t 10%, vdiich w a s  the  duty  d u e .
E x p o r t s  go e n t i r e ly  to  th e  ROW, so the  e l im in a t io n  of t a r i f f s  d id n ’t  
h e lp  t h e r e ,
B .  In c o m p a r i s o n  w ith  t h e i r  e x p e c ta t io n s :
In the p r i m a r y  s u rv e y ,  the  c o m p an y  e x p e c te d  5% - 10% i n c r e a s e  in 
t h e i r  s a le s  to the  E E Q ,  due to  th e  t a r i f f  e l im in a t io n .  H o w ev e r  b e tw e e n  
1974 a n d  19 76, w ith  the UK e c o n o m y  in  r e c e s s i o n  and w ith  the  f a l l  in  
w o r ld  t r a d e ,  i t  h a s  b e e n  d if f icu l t  f o r  th e  c o m p an y  to a s s e s s  i f  th ey  
a c h ie v e d  the  e x p e c te d  i n c r e a s e  of s a l e s .
T h e  d e v a lu a t io n  o f  th e  pound  s t e r l i n g  and  i t s  e f fe c t s  c o m p a r a b le  w ith  
the  e l im in a t io n  of t a r i f f s :
I t  i s  d i f f ic u l t  to  quan tify  t h i s ,  b u t  i t  d o es  h e lp  in  m a k in g  S K F ’s p r o d u c t s  
c h e a p e r  for e x p o r t .  The d e v a lu a t io n  c a m e  a t  a  v e r y  d i f f ic u l t  t im e ,  the  
in f la t io n  i n c r e a s in g  c o s t s  a n d  a b s o r b in g  the  e f fe c ts  of th e  d e v a lu a t io n ,  
th a t  i s  w hy it i s  d i f f ic u l t  to  quan tify  the  e f fe c t  o f  the  d e v a lu a t io n .
O th e r  a d v a n ta g e s  the  co m p an y  e x p e r i e n c e d  due to  the UK m e m b e r s h i p  
of the E E C ,  :
S K F  h a s  b e e n  a m u l t in a t io n a l  co m p an y  fo r  so m e  t i m e ,  t r a d in g  w ith  
E u r o p e  h a s  b e e n  the  u s u a l  th in g .  So i t  h a s n ’t  m a d e  th a t  m u c h  d i f f e r e n c e ,  
I t  h e lp s  w hen  p u tt in g  a c a s e  to  th e  E E C  C o m m is s io n ,  th e y  a r e  a b le  to  
p a r t a k e  in  a  E u r o p e a n  A p p ro a c h  to  the E E C  c o m m is s io n  a d d in g  to  th e  
s t r e n g th  of th e i r  a r g u m e n t .
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T h e  o b s ta c le s  the C o m p an y  e x p e r i e n c e d  due to  the e n t r y :
No o b s t a c l e s ,  b e c a u s e  th e  E E C  r u l e s  of c o m p e t i t io n  a r e  n o t  th a t  
d i s s i m i l a r  to  th o s e  of the  UK t r a d i t i o n a l  l e g i s l a t i o n .
C o m p e ti t io n :
B eing  a m u l t in a t io n a l  the  E E C  e n t r y  b e c a m e  a q u e s t io n  of w h e th e r  
i t  w ould  in c r e a s e  c o m p e t i t io n  in  the  U .K .  S igns  in d ic a te  th a t  the  
in c r e a s in g  c o m p e t i t io n ,  f r o m  a c r o s s  th e  C hanne l,  d id  n o t  c o m e  
f r o m  E E C  c o m p e t i t o r s ,  b u t  f r o m  E a s t e r n  E u r o p e  and  J a p a n ,
O ne s p e c if ic  e f fe c t ,  due to  the  E E C  m e m b e r s h i p ,  is  th a t  i t  e n a b le d  
the J a p a n e s e  to  s e t  up  m a n u fa c tu r in g  f a c i l i t i e s  in  th e  E E C  c o u n t r i e s ,  
and to  t r a d e  f r e e l y  w ith in  th e  E E C ,  A J a p a n e s e  f a c t o r y  m ak in g  
b e a r in g s  in  G e rm a n y  found i t  e a s i e r  to  t r a d e  in  the  UK, due to  t h e  
E E C  r e g u la t io n s ,  th a n  to  do so  f r o m  p la n t  in  J a p a n ,  I m p o r t s  f r o m  
J a p a n  a r e  s u b je c t  to  a  c lo s e  s c r u t in y  a t  a n  u n o f f ic ia l  ley  e l .  T h e r e  a r e  
u n sp o k en  and  u n w r i t t e n  id e a s  ab o u t q u a n t i t i e s  w h ic h  sh o u ld  b e  im p o r t e d  
f r o m  any E E C  b a s e d  f a c t o r i e s ,  so  the  s p i r i t  of any  a g r e e m e n t  h a s  b e e n  
b r o k e n  b y  the  C o m m o n  M a r k e t ,  a n d  i t s  r u l e  of f r e e  t r a d e .
T h e r e  w a s  c o m p e t i t io n  f r o m  th e  E E C  c o u n t r i e s  b e f o r e  e n t r y ,  and 
t h i s  c o m p e t i t io n  h a s  n o t i n c r e a s e d  s in c e  th e  UK e n t r y .  W h a t p e r h a p s  
w a s  a n  o r d e r ly  s i tu a t io n  b e f o r e  h a s  h o w e y e r  d e t e r i o r a t e d ,  t h e r e  a r e  
m o r e  c o u n t r ie s  in v o lv ed  an d  l e s s  c a p a c i ty  u t i l i s e d .
T h e  E E C  a l lo w ed  S K F ’s c o m p e t i t o r s  to  l in k  up a c r o s s  the  c h a n n e l ,  
and  s t r e n g th e n  a s  a r e s u l t ;  so  in  th a t  s e n s e  e n t r y  d id  n o t  h e lp  SK F, but 
i t  d id  h e lp  the  c o m p e t i t o r s .
T o  s u m m a r i z e ;  th e  only n e g a t iv e  e f f e c t  fo r  S K F  i s  th a t  a l lo w in g  
c o m p e t i to r s  f r e e d o m  of o p e r a t io n  in  th e  U , K , , c e r t a in l y  f o r  th e  f o r e ig n  
s u b s id u a r i e s  in  th e  E E C ,  l ik e  th e  J a p a n e s e  an d  a l s o  the  l in k in g  u p  o f 
S K F 's  c o m p e t i t o r s  b e tw e e n  th e  U ,K ,  an d  the E u r o p e a n  c o u n t r i e s .
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T h e  s h a r e  of the  c o m p e t i t o r s  in  the U .K .  M arke t,-  
In the U .K .  the  SK F h o ld  a b o u t  20% of the  m a r k e t .  T he  c o m p e t i t o r s ,  
f r o m  the E E C ,  h o ld  ab o u t the s a m e ,  20%, T h e  p e n e t r a t io n  of the  U .K .  
m a r k e t  b y  th e  E u r o p e a n  c o m p e t i t o r s  w a s  h e lp e d  by  th e  B r i t i s h  e n t r y  
to  the C o m m o n  M a r k e t ,
T h  e p r e p a r a t i o n  the  c o m p an y  u n d e r to o k  f o r  Britain*, s e n t r y  
to  the C o m m o n  m a r k e t :
T h e  c o m p a n y  d id  lo o k  a t  th e  e f f e c t  i t  w o u ld  h av e  on th e i r  m a r k e t ,  
an d  th e y  c o n c lu d e d  th a t  i t  s h o u ld  a f f e c t  i t  p o s s i t i v e ly .  I t sh o u ld  h av e  
g iv en  so m e  im p u tu s  to th e  g ro w th  o f  th e  m a r k e t ,  an d  th e y  h av e  ta k e n  
th a t  in to  a c c o u n t  in  m a k in g  f o r w a r d  p la n s  fo r  in v e s tm e n t .  S p e c i f ic a l ly  
th e y  lo o k e d  v e r y  c lo s e ly  in to  the p u r c h a s e  of th e i r  m a t e r i a l ,  b e c a u s e  i t  
w a s  n o t  c l e a r  how f a r  t h a t  s i tu a t io n  w ou ld  b e  a f f e c te d .  I t w a s  n o t  
c e r t a i n  w h e th e r  S w eden  w o u ld  jo in  th e  E E C ,  a n d  th ey  b u y  m u c h  o f  
t h e i r  m a t e r i a l  f r o m  S w eden ,
T h e y  a l s o  lo o k e d  a t  th e  im p l i c a t io n  on a d m i n i s t r a t i o n ,  i t  d id  n o t  
in v o lv e  an y  r e s t r u c t u r e  of the  o r g a n i s a t io n  a s  th e y  a l r e a d y  h ad  b e e n  
t r a d in g  th ro u g h  t h e i r  s i s t e r  c o m p a n ie s ,  a l l  the  o rg a n is a t io n  n e e d e d  
w a s  t h e r e .  T h e re  i s  no  doub t th a t  e n t r y  in to  the  E E C  h e lp e d  im petuouis  
to  r a t i o n a l i s a t i o n  of p r o d u c t io n s  b e tw e e n  SKF an d  th e i r  s i s t e r  c o m p a n ie s .  
T h e i r  E u r o p e a n  a s s o c i a t e s  in  G e rm a n y ,  F r a n c e ,  an d  I t a ly ,  h a d ,  b e f o r e  
th a t  a v e r y  s m a l l  s c a le  of r a t i o n a l i s a t i o n  b e tw e e n  th e m , e x c lu d in g  th e  
UK, W h en  th e  UK e n t e r e d  the  E E C  r a t i o n a l i s a t i o n  w a s  e x te n d e d  to  in c lu d e  
th e  UK f a c t o r y ,  S K F  c o u ld  n o t  say th a t  i f  th e  UK h ad  n o t  e n t e r e d  th e  
E E C  th i s  w ou ld  n o t  h a v e  ta k e n  p l a c e .  I t  c e r t a in l y  a f fe c te d  th e  t im in g  
ta k in g  p la n e  q u ic k e r  b u t  i t  sh o u ld  h a p p e n e d  a lo n g e r  t im e  b e f o r e .
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O th e r  a d v a n ta g e s  f r o m  B r i t a in s  e n t ry  to th e  E E C :
T h e y  see  a d v a n ta g e s  in t e r m s  of the  m u l t in a t io n a l  c o m p a n ie s  th e y  h a v e  
a s  c u s t o m e r s .  F o r d  fo r  ex am p le*  F o r d  now  f in d  i t  p o s s ib le  to  do the  
p u r c h a s in g  in m o r e  E u r o p e a n  b a s e s ,  in c lu d in g  p u r c h a s e s  b e tw e e n  
G e rm a n y  a n d  th e  UK. T h i s  a f fe c te d  the  m u l t in a t io n a l  c u s t o m e r ’s 
p u r c h a s in g  p o l ic ie s ,  a n d  in  so f a r  a f f e c t e d  S K F , b e c a u s e  F o r d  a r e  
w e l l  p la c e d  to  n e g o t ia te  a t  E u r o p e a n  l e v e l  to  g e t  a  supp ly  a g r e e m e n t  
a c r o s s  the  C o n t in e n t .
T h e  h e lp  the  c o m p a n y  r e c e i v e d  a f t e r  B r i t a i n ’s e n t r y  in to  t h e  E E C , in  
t r a d in g  w ith  th e  a s s o c i a t e d  E E C  c o u n t r i e s ,  due to  the  s p e c ia l  
a g r e e m e n t  the  E E C  h a s  w ith  th e m :
T h e y  a r e  n o t  s u r e ,  th ey  s t a t e d  th a t  i t  m a y  h av e  done , b u t  w o u ld  b e  
g u e s s w o r k  to  sp e c ify  i t ' s  e f fe c t .
F o r m s  o f  e c o n o m ie s  of s c a le  the  co m p an y  e x p e r ie n c e :
1. L o n g e r  p ro d u c t io n  inins:
T h e  r a t i o n a l i s a t i o n  of th e  p r o d u c t s  b e tw ee n  c o m p a n ie s  m e a n t  i n c r e a s e s  
in  p ro d u c t io n  r u n s ,  w h e r e ,  in  th e  p a s t  th e y  h a d  a  s m a l l  v o lu m e  in  b a tc h  
p ro d u c t io n ,  th ey  a r e  now  e x p e r ie n c in g  a  l a r g e r  v o lu m e ,  w h ich  e n a b le s  
th e m  to r e d u c e  th e  la b o u r  c o s t  an d  i n c r e a s e  the  in v e s tm e n t .  T h e y  h av e  
in v e s t e d  h e a v i ly  i n  the  p a s t  t h r e e  y e a r s .  So a s  soon a s  p ro d u c t io n  
f a c i l i t i e s  c a n  be f i l led (due  to  the  i n c r e a s e d  in v e s tm e n t)  i t  w i l l  a l lo w  
th e m  to r e d u c e  t h e i r  p ro d u c t io n  c o s t ,
2 . A b i l i ty  to u se  l a r g e r  p la n t s  at lo w e r  c a p i t a l  c o s t s :
T h e  y  epcpeyience th a t  f o r m  of e c o n o m ie s  of s c a le ,
3 . M o re  e f f ic ie n t  m a c h in e r y
T h e y  w e re  h a v in g  n ew  f a c i l i t i e s  ( in v e s tm e n t  in  the m a c h in e ry )  w h ich  
the  p a s t  v o lu m e  o f  p ro d u c t io n  d id  n o t  ju s t i f y .
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4 .  H igh  p r o d u c t iv i ty  (ou tpu t p e r  m an):
T h is  th ey  w i l l  have  a s  soon  a s  th ey  can  u s e  th e  new  c a p a c i ty ,
5. T h e  b e s t  a l lo c a t io n  of the  f a c t o r s  of p ro d u c t io n :
T h e  c o m p a n ie s  b ig g e s t  p ro b le m ,  c o m p a r e d  w ith  o v e r s e a s  
c o m p e t i t o r s ,  i s  the  in e f f i c i e n t  u s e  of la b o u r  (p e rh a p s  i t  a p p l ie s  
to  a g r e a t  s e c to r  of B r i t i s h  in d u s t r y ) .  L a b o u r  p ro d u c t iv i ty  i s  too  
lo w . T h e  m o s t  u r g e n t  th ing  n e e d e d  is  to  do so m e th in g  abou t th is  
p r o b le m ,  i . e .  to m ake  the b e s t  u s e  of la b o u r  r e s o u r c e s .
A ls o  the  o v e rh e a d s  a r e  too  h i ^ ,  so th ey  a x e  j u s t  a b o u t to  c lo s e  
one of t h e  f a c t o r i e s  in  the  U .K .  as  it  c o s t s  too  m u ch  in t e r m s  of 
o v e r h e a d s .  T h e y  buy m  S e r i a l  c o m p e t i t iv e ly ,  s o  t h e r e  a r e  no 
p r o b le m s  a s  f a r  a s  th e  d i r e c t  c o s t s  a r e  c o n c e r n e d .
H ow  th e  com pany  e x p e c ts  i t s  p e r f o r m a n c e  w i l l  be in th e  E E C
m a r k e t ,  m ----------
T h e y  a re  p la n n in g  to  i n c r e a s e  t h e  s a l e s  to  th e  E E C  m a r k e t .  T h i s  
i s  now d o n e ,  i n d i r e c t ly ,  th ro u g h  th e i r  a s s o c i a t e  c o m p a n ie s ,  s o  
t h e i r  fu tu re  i s  to link w ith  t h e i r  a s s o c ia te  c o m p a n ie s  in  the E E C ,
T h e  g ro u p  of SK F i s  g e t t in g  m o r e  an d  m o r e  i n t e g r a t e d  w ith in  E u r o p e ,  
T h e  o b je c t iv e  i s  t o  g e t  m o r e  e f f ic ie n t  b y  r e d u c in g  c o s ts  and  i n c r e a s i n g  
s a le s  v o lu m e .  O ne o f  the  o b je c t iv e s  of the  in te g r a t io n  is  to  cu t o u t any  
d u p l ic a t io n  of the  o p e ra t io n s  in  the  g roup  in  p ro d u c t io n ,  s y s t e m  
d e v e lo p m e n t ,  R  & D, a n d  o th e r  a r e a s , ,  t o  b e n e f i t  m o r e  f r o m  th e i r  
own e x p e r i e n c e .
T h e  o b je c t  i s  to  b e  m o r e  c o m p e t i t iv e ,  a t  the s a m e  t im e  th e i r  m a r k e t in g  
e f f o r t s  a r e  in f lu e n c e d  b y  the s i tu a t io n .  In the  p a s t  th ey  d e p en d e d  
e n t i r e ly  on th e i r  r e s o u r c e s ,  f o r  ex am p le  s a l e s  in  G e rm a n y  of the  
p r o d u c t s  th e y  m a d e  in  the  U .K .  depended  e n t i r e ly  on t h e i r  g e n e r a l  
c o m p a n y .  T h e y  d id  n o t  s e l l  d i r e c t ly  to  c u s t o m e r s  in G e r m a n y  b u t  to 
t h e i r  g e n e r a l  a s s o c i a t e  c o m p a n y .  A s  the  s i s t e r  c o m p a n ie s  get c l o s e r  
an d  c l o s e r ,  th ey  a r e  a b le  to  in f lu e n c e  m a r k e t  d e c i s io n s  by b e ing  a b le  to  
c o m e  to  s p e c ia l  a g r e e m e n t ,  on p r i c in g  th ey  can  do d e a ls  w ith  th e i r  
a s s o c i a t e  so  h e  can  do a s p e c ia l  d e a l  w ith  h i s  own c u s t o m e r .  T h a t  i s  
on ly  p o s s ib le  b y  b r in g in g  to g e th e r  a s s o c i a t e  c o m p a n ie s  in to  th e  
m a r k e t in g  d e c i s io n s  of each  m a r k e t .
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T h e  a r e a s  of c o o p e r a t io n  b e tw e e n  SK F co m p an y  an d  i t s  s i s t e r  
c o m p a n ie s  a r e  w ide  and v a r i e d .
T h e  P o l i c y  the C om p an y  a d a p ts  in  a p p ro a c h in g  a n e w  m a r k e t :
T h ey  lo o k  a t  the  s iz e  and  th e  c o m p o s i t io n  of the  m a r k e t ,  who w il l  
th ey  c o m p e te  a g a in s t ,  w h a t  i s  th e  p r i c in g  s t r u c t u r e ,  w h a t i s  the  
d i s t r ib u t io n  s t r u c t u r e .  ( T h e r e  a r e  a  n p m b e r  of w ay s  in  d i s t r ib u t in g  
b e a r i n g s ,  n o t  the  p h y s ic a l  d i s t r ib u t io n ,  b u t  th e  s e l l in g  c h a n n e l s . )
A r e  t h e r e  a n y  te c h n ic a l  r e q u i r e m e n t s ,  w h a t  i s  the s iz e  r a n g e  w ith in  
w h ich  th ey  shou ld  s e l l ?  A f te r  th e  u n d e rs ta n d in g  p r o c e s s  o f  the  
m a r k e t ,  th e y  d ec id e  on the  o b je c t iv e s ;  w h a t  do th ey  w a n t  a n d  how 
m u c h  do th e y  w a n t?  W hat s o r t  of p r o f i t a b i l i t y  l e v e l  i s  a c c e p ta b le ,  
w h a t  c u s t o m e r s  t h e r e  a r e ,  w h a t  s p e c ia l  p r o m o t io n s  a r e  n e e d e d  
( a d v e r t i s in g ,  f o r  exam ple) dep en d in g  on w h a t  the  c a s e  m a y  be  
( e x h ib i t io n s , p a r t i c ip a t io n ) .
A s  the  c o m p a n y  d e a l s  in  i n d u s t r i a l  m a r k e t in g ,  a s  o pposed  to  c o n s u m e r  
m a r k e t in g ,  t h e i r  a t t i tu d e  i s  d i f f e r e n t ,  th ey  do n o t  c r e a te  th e  m a r k e t .
It  i s  a  q u e s t io n  of f ind ing  a  m a r k e t  and s tan d in g  a g a in s t  c o m p e t i t io n ,
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BACKGROUND
(a) H i s t o r i c a l  and  G e n e r a l  B a c k g ro u n d
R e g i s t e r e d  in 188 6, J a m e s  S im p so n  & C o .  L td ,  w a s  f o r m e d  to  c a r r y  
on the  b u s in e s s  of p um p  m a n u f a c t u r e r s  an d  e n g in e e r in g  c o n t r a c t o r s .
It t r a d e d  f r o m  a f a c to r y  b u i l t  in  1859 a t  101 G ro s v e n o r  R o a d ,  P im l ic o ,  
on the  E m b a n k m e n t  a lo n g s id e  the  R i v e r  T h a m e s ,  T he  o r ig in a l  
b u i ld in g s  w e r e  d e m o l is h e d  in  1936, to  m a k e  r o o m  fo r  th e  e x is t in g  
P im l i c o  E s t a t e ,  and  w e re  s t i l l  u s e d  by  th e  f i r m  up to  th is  d a te ,  
a l th o u g h  new  e n g in e e r in g  w o r k s  had b e e n  b u i l t  a t  N e w a r k - o n - T r e n t  
in  1901*
A s s o c ia t io n  of J a m e s  S im p so n  & C o , w ith  th e  W o r th in g to n  P u m p  
C o r p o r a t io n  of A m e r i c a ,  i n  1886, r e s u l t e d  in  w o r ld w id e  e x p a n s io n  
of the B r i t i s h  f i r m ’s a c t i v i t i e s ,  and  th e  c o m p an y  b e c a m e  W o rth in g to n -  
S im p so n  L td ,  in  1917.
In 1969, w ith  the  p ro b le m s  of e x p a n s io n  lo o m in g  on the  h o r i z o n ,  
W o r th in g to n -S im p s o n  b e c a m e  fu lly  i n t e g r a t e d  w ith in  the  S tu  d e b a k e r  
W o r th in g to n  In c .  o rg a n is a t io n  - a m o v e  w h ic h  u l t im a te ly  h a d  the  
b l e s s in g  of the g o v e rn m e n t  s p o n s o r e d  I n d u s t r i a l R e o r g a n i s a t io n  
C o r p o r a t i o n ,  T h e r e  had a lw ay s  b e e n  the  f u l l e s t  ex ch an g e  of t e c h n ic a l  
in f o r m a t io n  b e tw e e n  the W o r th in g to n  C o r p o r a t io n  an d  the  U K  c o m p a n y .  
T h is  a s p e c t  of the r e l a t i o n s h ip  w a s  shown by  th e  v i s i t  to L o w f ie ld  
W o rk s  in  1967 of the E u r o p e a n  E n g in e e r in g  C o n fe re n c e  w h ic h  w as 
a t te n d e d  by  W o rth in g to n  d e le g a te s  f r o m  a l l  o v e r  the  g lo b e .  A s  p a r t  
of th is  w o r ld w id e  o rg a n is a t io n ,  the  fu tu re  p r o s p e c t s  fo r  W o r th in g to n -  
S im p so n  lo o k  p r o m i s in g ,  b o th  w ith  r e g a r d  to  e x p a n s io n  in  p ro d u c t io n  
and , w ith  i t ,  a  l a r g e r  s h a r e  of e x is t in g  m a r k e t s  and  e n t r y  in to  o th e r  
m a r k e t s  h ig h e r  to u n ta p p e d ,
S tu d e b a k e r -W o r th in g to n  is  a  c o n g lo m e r a t e  c o v e r in g  m a n y  a c t i v i t i e s  - 
r e f in in g ,  d r i l l in g ,  S T P  m o to r  a d d i t iv e s ,  t u r b in e s ,  c o m p r e s s o r s ,  e t c ,  
W o r th in g to n -S im p s o n  a r e  p a r t  of th e  S tu d e b a k e r -W o r th in g to n  
o r g a n i s a t i o n  w h ic h  i s  known a s  W o rth in g to n  P u m p  I n c o r p o r a te d ,  a 
w o r ld w id e  o r g a n is a t i o n  o p e ra t in g  in  th e  F a r  E a s t ,  J a p a n ,  w ith  t h r e e
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f a c t o r i e s  in  Sou th  A m e r i c a ,  a f a c to r y  in C a n a d a ,  and  s e v e r a l  in 
the  U n ited  S t a t e s .  T h e y  h av e  a  n u m b e r  of f a c t o r i e s  s p r e a d  a ro u n d  
E u r o p e ,  and  a c o m p an y  in  the  UK, Som e six  m o n th s  a f t e r  they  
b e c a m e  p a r t  of S tu d e b a k e r - W o r th in g to n  in 1971, 50% of the eq u ity  
w a s  so ld  to W e ir  P u m p s  in  S co tlan d , so  th a t  th ey  a r e  50-50  ow ned  
by  W o r th in g to n  P u m p  In c .  and  W e i r ,  b u t  the m a n a g e m e n t  c o n t r o l  
of the c o m p an y  i s  in  W o r th in g to n 's  h a n d s .
M ain  A c t iv i t i e s
T h ey  a re  th e  b ig g e s t  m a n u f a c t u r e r ,  in  the  UK, of s ta n d a rd  i n d u s t r i a l  
p u m p s ,  w h ich  is  t h e i r  m a i n  p r o d u c t io n  a t  N e w a rk ,  T h e y  a r e  no t the  
b ig g e s t  m a n u f a c t u r e r  of p u m p s ,  in v o lu m e  t e r m s  the  b ig  m a n u f a c t u r e r s  
a r e  th o s e  w ho m ak e  d o m e s t ic  a c c e l e r a t o r  h e a t in g  pum p g p o s s ib ly  
a  m i l l io n  a y e a r  o f  v e r y  s m a l l ,  v e r y  s t a n d a r d i s e d  u n i t s .  T h is  com p an y  
m a k e s  p u m p s  fo r  g e n e r a l  i n d u s t r y .  T h e y  a l s o  m a k e  a r a n g e  of 
c o m p r e s s o r s ,  a b o u t  10% o f  t h e i r  b u s in e s s  ; c o n d e n s in g  e qui pm  a i t , 
b e tw e e n  5 an d  10% of t h e i r  b u s i n e s s .  In  to ta l  th ey  tu rn  ou t a b o u t  
2 0 - 2 5 ,0 0 0  u n i t s  a  y e a r ,  p r o c e s s i n g  a p p r o x im a te ly  3 0 ,0 0 0  e n q u i r i e s  
a  y e a r  a n d  10, 000 o r d e r s  to  g e n e r a te  20, 000 + u n i ts ,  to g e th e r  w ith  
30, 000 s p a r e s  o r d e r s  a  y e a r .
B e tw e e n  15% a n d  20% of t h e i r  b u s i n e s s  i s  a s s o c i a t e d  w ith  c o m m e r c i a l  
and  n a v a l  m a r i n e  ( the  C o m p a n y  i s  s p e c i a l i s t  in  the  d e s ig n  an d  
m a n u f a c tu r e  of m a r i n e  a u x i l i a r i e s  fo r  a l l  ty p e s  of v e s s e l s ) .  T hey  
m a k e  s t e a m  p u m p s  - s m a l l  and  m e d iu m  s iz e d  t r a d i t i o n a l  s p l i t  
c a s in g  p u m p s ;  v o lu m e  c h e m i c a l  and w a te r  p u m p s  in  c a s t  i r o n  and 
s t a i n l e s s  s t e e l  fo r  i n d u s t r i a l  and c h e m ic a l  u s e ,  an d  one o r  two 
o th e r  s p e c i a l i s e d  r a n g e s  f o r  p a r t i c u l a r  m a r k e t s  o r  p a r t i c u l a r  d u t i e s ,
(b) T h e  P r o d u c t s  in d e ta i l  
1. P u m p s
T h e  c o m p a n y  p r o d u c e s  a  w ide  r a n g e  of p u m p s  a s  fo l lo w s:
- S ta n d a r d  p u m p  r a n g e s  f o r  aU  p u r p o s e s
- S p l i t  c a s in g  c e n t r i f u g a l  p u m p s  fo r  a p p l ic a t io n  w h e re  d e p e n d a b i l i ty  
is  r e q u i r e d
- D - l in e  (w a te r  a n d  c h e m i c a l  p u m p s)
- R e g e n e r a t iv e  'v o r t e x '  p u m p s  f o r  s m a l l  b o i le r  fe e d  s e r v i c e
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- D - l in e  p u m p s  fo r  i n d u s t r i a l  a n d  b u i ld in g  s e r v i c e  a p p l ic a t io n s ,
2 , A i r  C o m p r e s s o r s
T h e  c o m p a n y  d e s ig n  and  m a n u f a c tu r e  a  w ide  r a n g e  o f  g e n e r a l  p u rp o s e  
a i r  c o m p r e s s o r s ,
3, M a c h in e s
T h e  c o m p an y  m a n u f a c tu r e s  m a c h in e s  f o r  s p e c i a l i s e d  d u t ie s  ( su ch  
a s  s t e a m  a n d  g as  b o o s t in g ) .  T h e y  a l s o  m a n u f a c tu r e  s m a l l  c a p a c i ty  
m a c h in e s  w ith  n o n - lu b r i c a t e d  c y l in d e r s ,
4 , M a r in e  A u x i l i a r i e s
T h e  co m p an y  i s  a  s p e c i a l i s t  i n  the  d e s ig n  a n d  m a n u f a c tu r e  of m a r in e  
a u x i l i a r i e s  fo r  a l l  ty p e s  of v e s s e l .
M ain  A r e a s  of M a rk e t in g
A p p r o x im a te ly  35% of t h e i r  b u s i n e s s  g o es  o v e r s e a s  d i r e c t ly  and  
p ro b a b ly  a n o th e r  5-10% i n d i r e c t l y .  I n d i r e c t  s a le s  a r e  to  b u y e r s  i n  
the  UK who w i l l  ad d  the goods  to a  p ie c e  of e q u ip m e n t  w h ich  th en  
goes  o v e r s e a s ;  d i r e c t  s a l e s  a r e  fo r  goods o r d e r e d  w hich  the  co m p an y  
sh ip s  o v e r s e a s .  T h e  c o m p an y  s e l l s  to  115 c o u n t r i e s  a b r o a d .  T he  
v o lu m e  a r e a s  th a t  th ey  have  a r e  the  F a r  E a s t ,  p a r t i c u l a r l y  Hong 
Kong and  M a la y s ia ,  w h ich  ta k e s  b e tw e e n  7-12% of th e i r  to ta l  
b u s i n e s s .  T h e y  s e l l  a p p r o x im a te ly  11% to  th e  M iddle  E a s t ,  m a in ly  
I r a n ,  S au d i  A r a b ia ,  I r a q ,  the L e b a n o n  - w h en  t im e s  a r e  b e t t e r ,  
and  the  G u lf  S t a t e s ,  S a le s  to A f r i c a  v a r y  b u t the  f ig u r e  co u ld  b e  pu t  
a t  5-6%, g e n e r a l l y  to th e  E n g l i s h - s p e a k i n g  S ta te s  - Sou th  A f r i c a ,  
K en y a , Z a m b ia ,  N i g e r i a  and  G h a n a ,  T h e r e  a r e  l im i t e d  s a l e s  to  
c o n t in e n ta l  E u r o p e  d ep en d in g  on the  p ro d u c t ;  th a t  i s  the  a r e a  w h e re  
the  b ig g e s t  m a r k e t  i s ,  b u t  i s  a l s o  the  m o s t  d i f f ic u l t ,  s a l e s  a r e  
a ro u n d  4% - th ey  have  g ro w n , b u t  n o t  a s  f a s t  a s  th e  co m p an y  w ould  
l ik e .
T h e  A m e r i c a s  i s  a  l im i t e d  m a r k e t  fo r  the  co m p an y ,  m a in ly  b e c a u s e  
m o s t  of t h e i r  A m e r i c a n  f a c t o r i e s  in  th a t  r e g io n  have  th e i r  own 
t e r r i t o r y ,  w ith  d u p l ic a te  p r o d u c t s  i n  the  m a in .  T h e r e  a r e  o c c a s io n a l ly  
jo b s  w h e r e ,  b e c a u s e  of e x p o r t  c r e d i t  f in a n c in g ,  o r  b e c a u s e  i t  is  a
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p la n t  th a t  i s  b e in g  so ld  f r o m  the  UK a n d  the  c u s to m e r  h a s  a 
p a r t i c u l a r  p r e f e r e n c e  fo r  the  p a c k a g e  to b e  the  s a m e  a s  in a n o th e r  
coun try , th e y  m ig h t  s e l l  in to  N o r th  or South A m e r ic a ,  b u t  i t  te n d s  
to  be l im i t e d .
I n d u s t r i a l l y ,  b e c a u s e  th e y  m a k e  su ch  a w ide  v a r i e t y  of p r o d u c t s  th ey  
ge t in to  m o s t  i n d u s t r i e s .  A b o u t 50% of t h e i r  p ro d u c t  g o e s  to  w ha t 
cou ld  lo o s e ly  b e  t e r m e d  th e  m e c h a n ic a l  e n g in e e r in g  in d u s t r y  - th is  
c o v e r s  su ch  o p e ra t io n s  a s  c a r  p la n t s ,  o th e r  p u m p  m a n u f a c t u r e r s ,  
b o t t le  w a sh in g  p la n t s ,  an d  o th e r  o r ig in a l  e q u ip m e n t  m a n u f a c t u r e r s  
in  a  v a r i e t y  of i n d u s t r i e s .  T h e y  put the  c o m p a n y 's  p r o d u c ts  in to  
t h e i r  own e q u ip m e n t  fo r  s a le  as a p a c k a g e  s e t .  C h e m ic a l  in d u s t r y  
s a le s  a r e  10-1 5%; m a r in e  s a le s  15-20%; the  food  a n d  d r in k  in d u s t r y ,  
p a r t i c u l a r l y  th e  d i s t i l l e r y  r a t h e r  th a n  the b re w in g  in d u s t r y ,  w h ic h  
in c lu d e s  a  lo t  of c h e m ic a l  p u m p s  to  the  w h isk y  d i s t i l l e r s ,  h e a t in g  
an d  v e n t i l a t in g ,  and  b u ild in g  c o n s t r u c t i o n ,  a r e  a m o n g s t  i n d u s t r i e s  
w h e re  th e y  m ak e  s a le s .
M ain  C o m p e t i to r s
T h e  c o m p a n y 's  c o m p e t i t o r s  d o  n o t  c o m p e te  w ith  th e m  in  a l l  th e  
p r o d u c ts  th ey  p r o d u c e ,  b e c a u s e  th e r e  is  a n  o v e r la p p in g  of p r o d u c t s  
b e tw e e n  th e m . T he  UK pum p in d u s t ry  is v e r y  l a r g e ;  t h e r e  a r e  
300 o r 400 p u m p  m a n u f a c t u r e r s .  T h e r e  a r e  th r e e  or fo u r  b ig  c o m ­
p a n ie s  w ith  w h o m  the  c o m p a n y  c o m p e te s  to a  l im i t e d  e x te n t ;  t h e s e  
a r e  b ig g e r  c o m p a n ie s ,  in v o lu m e ,  and  a r e  W e ir  P u m p s ,  M a th e r  & 
P l a t t ,  A lan  G w ynnes a n d  to so m e  e x te n t  S u lz e r  (an o ffsh o o t of the 
S w iss  f i r m ) .  T h e s e  c o m p a n ie s  a r e  m a in ly  in v o lv e d  in  m u n ic ip a l  
w a t e r ,  s e w a g e ,  p o w e r  s t a t io n s ,  e t c .  T h e y  a r e  of the  c o m p a n y 's  
s c a le  o r  b ig g e r ,  b u t  th e r e  i s  v e r y  l i t t l e  o v e r la p  w ith  the c o m p a n y 's  
p r o d u c t s ,  an d  w h e re  the c o m p a n y  h a s  the p r o d u c t  to c o m p e te ,  i t  can 
do so .
In die s t a n d a r d  p r o d u c t  f ie ld ,  the c o m p a n y  h a s  p ro b a b ly  20% o f  the  
b u s in e s s  in  t h i s  c o u n t ry .  T h e i r  m a in  c o m p e t i to r s  in th is  f i e ld  a r e  
B r i t i s h  L e b o r ,  S ea l  M otor C o n s t r u c t io n ,  M a th e r  & P l a t t ,  R y la n d s ,
5 .
In g e r  s o i l  R  and , an d  C r a n e ,  In th e  w a te r  f ie ld ,  fo r  s m a l l  to m e d iu m  
s iz e d  i n d u s t r i a l  p u m p s ,  they  have the  d o m in a n t  s h a r e  of the m a r k e t  - 
w h ich  a m o u n ts  to p ro b a b ly  20% a t  the  lo w e r  end of the  s c a l e ,  a n d  
30% h ig h e r  \ç>. In th is  f ie ld  th ey  a r e  c o m p e t in g  w ith  m a n y  c o m p a n ie s ,  
e . g .  In g e r  s o i l  R an d ,  C r a n e s ,  H o lden  & B r o o k s ,  R y la n d ,  G i r d le  s to n e ,  
H o lla n d s  a n d  d o z e n s  m o r e .
In any i n d u s t r i a l i s e d  c o u n try ,  a  pum p is  a m a jo r  i t e m ;  a s  the  c o u n try  
b e c o m e s  i n d u s t r i a l i s e d  p u m p s  w i l l  com e into u s e  s o m e w h e r e ,  ev en  
i f  i t  is  j u s t  for su p p ly in g  w a te r  to  b u i ld in g s  fo r  p e r s o n n e l  s h o w e r s  
and  the  w a te r  s y s te m :  t h e r e  i s  u s u a l ly  a  u s e  fo r  p u m p s  in  m o s t  
f a c t o r i e s .  So th e r e  a r e  u s u a l ly  m a n y  m a n u f a c t u r e r s  m a k in g  p u m p s ,  
o r  e q u ip m e n t ,  to m ove w a te r .  Som e a r e  s o p h is t i c a te d ,  s o m e  f a i r l y  
p r im i t iv e ,  and  the p r i c e  r a n g e ,  in the  UK, i s  qu ite  b r o a d .  T h e r e  is  
a te n d e n c y  th ro u g h o u t  th e  w o r ld  fo r  p e o p le  to  s t a n d a r d i s e  - to 
s t a n d a r d i s e  the  d e s ig n  to  n a t io n a l  o r  i n t e r n a t io n a l  s t a n d a r d s ,  w hich  
m e a n s  a c o m m i tm e n t  to  c e r t a i n  d im e n s io n s ,  an d  s h a p e s .  T h e r e  i s  
s t i l l  f le x ib i l i ty  w ith in  th e  i n t e r n a l  d e s ig n  of the  p u m p  to a c h ie v e  a 
b e t t e r  p e r f o r m a n c e ,  b e t t e r  e f f ic ie n c y ,  o r  lo w e r  p o w e r ,  so 
c o m p e t i t io n  is  in qua lity  and  p r i c e  an d  n o t  in  tech n o lo g y  of the u s e  
of the p u m p s ,  b e c a u s e  one p u m p  c a n  e a s i l y  r e p l a c e  a n o t h e r .  T he  
o th e r  a im  i s  to r e d u c e  the  in v e n to ry  so th a t  th e re  is  g r e a t e r  i n t e r ­
change  o f  the  i n t e r n a l  p a r t s  a s  s i z e s  a l t e r ;  t h e r e  cou ld  t h e r e f o r e  
be s ix  s i z e s  cf pu m p  a l l  w ith  the  s a m e  sh a f t  and b e a r in g ,  e t c ,  and  
w ith  a b ig  p l a n t  th is  could  m e an  r e d u c e d  in v e n to ry  an d  r e d u c e d  c o s t s .  
I n te r n a t io n a l ly ,  the  c o m p a n y ’ s im m e d ia te  c o m p e t i t o r s  a r e  KSB in  
G e r m a n y ,  KSB i s  a  m u l t i - n a t i o n a l  c o m p an y  and a r e  in  m o s t  of th e  
a r e a s  W o r th in g to n -S im p s o n  c o m p e te  in ,  KSB i s  u s u a l ly  in the  
top t h r e e  in  m o s t  c o u n t r i e s ,  in c lu d in g  S c a n d in a v ia ,  A u s t r i a ,  F r a n c e ,  
Spain , and  I ta ly ,  The c o m p a n y  i s  b e t t e r  p r i c e d  th an  KSB, in  the  
c h e m ic a l  p um p  f ie ld ;  they  can ta k e  a c h e m ic a l  p u m p  s e l l  i t  o u ts id e  
the UK a t  h ig h e r  p r i c e s  th an  in s id e ,  an d  s t i l l  c o m p e te  e a s i l y .  W hen
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i t  c o m e s  to w a te r  p u m p s ,  or s t r a ig h t f o r w a r d  c a s t  i r o n  s t a n d a r d i s e d  
p u m p s ,  the  co m p an y  h a s  to b r in g  the  p r i c e  down, even  though  the 
c o s t s  in  ge tting  i t  to  the  m  a rk e t  and s e l l in g  i t  a r e  m o r e ,  an d  th e y  
w i l l  s t r u g g le  to  c o m p e te .  T h e  f u r t h e r  th e y  g e t  aw ay  f r o m  the  
i n d u s t r i a l i s e d  n a t io n s ,  w h e re  t h e r e  is  l e s s  l o c a l i s e d  m a n u f a c tu r e ,  
the m o r e  f a c t o r s  tend  to  b a la n c e  a n d  th ey  c a n  o b ta in  a b e t t e r  p r i c e .
On the c o n t in e n t  of E u r o p e  the  p r i c e s  te n d  to  be  c l o s e r  th an  in the  
UK; t h e r e  i s  m o r e  s t a n d a r d i s a t io n  w ith  r e l a t i o n s h ip s  of 1 :1 ,3  or 
1 :1 ,4 ,  r a t h e r  th an  1:3 a s  in  the  UK, In I ta ly ,  g e n e r a l ly  w ith  a  l e s s  
s o p h i s t i c a te d  le v e l  o f  p u m p , t h e r e  i s  a  low  p r i c e  m a r k e t ;  F r a n c e  
is  a b i t  h ig h e r ,  B e lg iu m  and  H o l la n d  a  l i t t l e  h ig h e r  s t i l l ,  w ith  
S c a n d in av ia  h ig h e s t ,  G e rm a n y  w ith ,  th e  h ig h  c o s t  of l iv in g ,  an d  
the l a r g e s t  v o lu m e  u s e r ,  i s  the  lo w e s t  p r i c e d  m a r k e t  in  E u r o p e ,  
and  the  m o s t  d i f f ic u l t  to  b r e a k  in to .  T h e  M idd le  E a s t  i s  an open 
m a r k e t ,  an d  m u c h  d e p en d s  on th e  a b i l i ty  of the  s a le s  f o r c e s .  P r i c e  
and  d e s ig n  a r e  l e s s  im p o r t a n t  th a n  c o n ta c ts  and  m e th o d  of o p e r a t io n  - 
w ha t p a lm s  a r e  g r e a s e d ,  a n d  how good th e  in te l l ig e n c e  s y s t e m  of 
the  a g e n t  o r  o p e r a to r  i s .  I n  A f r i c a n  u n d e r  -d e v e lo p e d  c o u n t r i e s  m a n y  
peop le  im p o r t ,  an d  m u c h  d e p e n d s  on  the  p r i c e  and  the  s t r e n g th  of 
the d i s t r i b u t o r .  In South A f r i c a  t h e r e  a r e  t a r i f f  b a r r i e r s  to  c o m p e te  
w ith , and  an  in d ig en o u s  in d u s t r y  w h ich  i s  g r a d u a l ly  b e in g  b u i l t  up , 
b u y e r s  c an  g e n e r a l ly  tak e  w ha t th e y  w a n t  lo c a l ly .  T h e r e  m a n u f a c t u r e r s ,  
im p o r t in g  a h igh  te ch n o lo g y  p ro d u c t ,  h av e  c h a n c e s  if  t h e i r  p ro d u c t  
i s  not b e in g  p ro d u c e d  lo c a l ly .
P r i c i n g  P o l i c y
T h e  c o m p a n y 's  p r ic in g  p o l ic y  i s  d e te r m in e d  in  a  n u m b e r  of w a y s .  In 
any v o lu m e  m a r k e t  th a t  th ey  a r e  t ry in g  to  e s t a b l i s h  fo r  any  n e w  
p ro d u c t ,  th ey  a n a ly s e  in d ep th  the  c o m p e t i t io n ,  t h e i r  d e s ig n s ,  
f e a tu r e s ,  and  p r i c e  l e v e l s ,  a n d  th ey  t r y ,  w ith in  th e  c o n te x t  of m a k in g  
a p ro f i t ,  to  e s t a b l i s h  th e i r  p r i c in g  so th a t  th ey  can c o m p e te .  T h e r e  
could th e r e f o r e  be  a  s i tu a t io n  in  w h ich  they  tak e  a new ly  d e v e lo p e d  
p ro d u c t  and  e s t a b l i s h  one p r i c in g  s y s t e m  fo r  th e  UK and  a d i f f e r e n t  
p r i c e  s y s te m  in  a n o th e r  p a r t  of the  w o r ld .  I t  m ay  not j u s t  b e  a  c a s e
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of m o v in g  i t  10% down o r  10% up ; i t  coxild w e l l  b e  th a t  one i s  3 0% 
up, one i s  5% h ig h e r ,  a n d  so on. T h e  f a c t o r s  a r e  th e  m a jo r  c o m ­
p e t i t o r s ,  w h a t  p e n e t r a t i o n  the  m a j o r  c o m p e t i to r s  h a v e  o f the  m a r k e t .  
W hat the s a l e s m a n  w ou ld  l ik e  is  the  lo w e s t  p r i c e d  p ro d u c t  w ith  the  
b e s t  d e l iv e r y  and  the  b e s t  p ro d u c t  d e s ig n ,  to  m e e t  th o se  d e m a n d s  
the  co m p an y  w o u ld  w a n t  10% of the  m a r k e t .  T a lk in g  of 1% of the  
m a r k e t ,  w h ich  m ig h t  w e l l  be the c a s e ,  o r  e v en  .01%  of the  m a r k e t ,  
the  s a l e s m a n  cou ld  n o t  e x p ec t  th a t ,  a n d  t h e r e  sh o u ld  be som e g r e a t e r  
v o lu m e  h e  c an  a c h ie v e  a t  a  p r i c e  th a t  i s  n o t  n e c e s s a r i l y  a t  c o m ­
p e t i t o r s  l e v e l s .  In the  UK it  i s  d i f f e r e n t ,  b e c a u s e  the co m p an y  h a s  
b e e n  an  e s t a b l i s h e d  m a n u f a c t u r e r  fo r  a  long t im e  an d  h av e  a l a r g e  
m a r k e t  s h a r e ,  so the  p r i c e  they  ob ta in  i s  n o t  n e c e s s a r i l y  r e l a t e d  
to a  c o m p e t i t iv e  p r i c e .  In the UK th ey  w ould  ta k e  the  p r ic e  a t  w h ich  
they  s e l l  an  e x is t in g  p ro d u c t  and  the  m a r k e t  s h a r e  th ey  h a v e ,  c o m ­
p a r e d  w ith  the  c o m p e t i t io n  a n d  the  p r i c e  l e v e l s  a t  v i i ich  th ey  o p e r a t e ,  
and  d e te r m in e  the  c o m p e t i t o r s ’ s h a r e  of the  m a r k e t  and  th e i r  own 
p r o f i t a b i l i ty .  I f  a  s a l e s m a n  sa id  he  w a s  b e in g  h i t  by  C o m p an y  X on 
p r i c in g  and  w a s  a f r a id  of lo s in g  éill h is  b u s i n e s s ,  and  th ey ,  t h e m ­
s e lv e s ,  h ad  a  £ 10m tu rn o v e r  and  C o m p an y  X h ad  a £ 200, 000 
tu r n o v e r ,  th e i r  own p ro f i t  w a s  £ Im  - and th e  c o m p e t i to r  h a d  m a d e  
£ 5 ,0 0 0  l a s t  y e a r ,  th ey  w ould no t w o r r y  a b o u t  the  l o s s  of t r a d e .  T he  
q u e s t io n  w ould  be w h e th e r  X cou ld  c o m p e te  an d  give the  b a c k - u p  
s e r v i c e ,  p a r t  of the  Wo i th  in g to n -S im p  son p r o f i t  h a s  to  go to  
f in a n c in g  s a le s  o ff ice s  ro u n d  the c o u n try ,  h a v in g  s e r v ic e  e n g in e e r s  
r e a d y  to  go, an d  hav in g  l a r g e  s to c k s  o f  s p a r e  p a r t s .
If a  b u y e r  w a n ts  a  s p e c ia l  p ro d u c t ,  the co m p an y  te n d s  to  w o r k  on 
c o s t - p l u s .  T h e y  e s t a b l i s h  a  p r i c e  an d  put a  m a r k - u p  on it, 
m ak in g  i t  a  r e a s o n a b ly  h igh  one . In the  s a m e  in s ta n c e ,  i f  the  
v o lu m e  i s  su f f ic ie n t ,  they  w i l l  c o n s id e r  w h e th e r  they  a r e  look ing  
fo r  w o rk lo a d ,  or w h e th e r  th ey  cou ld  b u i ld  up a m a r k e t  s h a r e  in  a 
p r o d u c t  th ey  have  n o t  m a d e  m u c h  of b e f o r e ,  and  they  w i l l  tak e  those  
p r i c e s  and  a d ju s t  th e m  - g e n e r a l ly  d o w n w ard s .  B a s i c a l l y  th ey  t r y  
to e s t a b l i s h  a  l e v e l  of p r i c in g  w h ich  w i l l  be  p r o f i t a b l e  to the  c o m p an y
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and , e v e n  i f  t im e s  a r e  b a d ,  they  w i l l  t r y  to m a in ta in  th a t  p r i c in g  
w ith  v e r y  l i t t l e  p r i c e  a d ju s t m e n t .  T h e y  do f r o m  t im e  to t im e  
d ec id e  th a t  any jo b  o v e r  a c e r t a in  v a lu e  sh o u ld  be looked  a t ,  b u t  w il l  
m a in ta in  the  o v e r a l l  p r i c in g  l e v e l  a s  h igh  a s  p o s s ib le  so  th a t  the  
p r o f i t a b i l i ty  s ta y s  up so th ey  have m o n e y  to  con tinue  in v e s t in g ,  
b e c a u s e  fo r  e v e r y  r e c e s s i o n  t h e r e  w i l l  be  so m e  s o r t  of b o o m  to 
fo l lo w . I f  a  co m p an y  i s  n o t  c a r e f u l ,  in  the  b a d  t im e s  i t  w i l l  tak e  
low p r o f i t a b i l i ty  jo b s ,  and  w i l l  t h e r e f o r e  have  a  f a c to r y  fu ll of 
low p ro f i t a b i l i ty  jo b s  in  b o o m  t im e s ,  and  w i l l  n o t  b e  a b le  to cope . 
S a le s  A d m in i s t r a t io n
In the UK, the  co m p an y  is  g e n e r a l ly  s e l l in g  d i r e c t ly .  T h ey  have  
e ig h t  b r a n c h  o f f ic e s  a ro u n d  the  UK - in  G la sg o w , N e w c a s t l e ,  
M a n c h e s t e r ,  L e e d s ,  B i r m in g h a m ,  B r i s t o l ,  London , and  D ublin , 
and in th o se  a r e a s  th ey  a r e  h an d lin g  d i r e c t  s a l e s .  O u ts id e  th o se  a r e a s  
in the UK, f o r  c e r t a i n  s t a n d a r d i s e d  p r o d u c t s ,  th ey  do a p p o in t  
d i s t r i b u t o r s  o r  a g e n ts  w ho w o rk  on a r e d u c e d  p r i c e  b a s i s ;  they  
have  a d i s c o u n t  s t r u c t u r e  fo r  ty p e s  of c u s to m e r .  T h e y  te n d  to  be  
d i s ta n t  c u s t o m e r s  - fo r in s ta n c e  down in  C o rn w a l l ,  f u r t h e r  f r o m  
B r i s t o l  th a n  f r o m  N e w a rk ,  so th e  co m p an y  w ou ld  h a v e  a  c o m p r e s s o r  
d i s t r i b u to r  in C o rn w a l l ,  s o m eb o d y  h and ling  s m a l l  g e a r  p u m p s ,  an d  
so on. B u t  g e n e r a l ly  the  v a s t  m a jo r i t y  of b u s in e s s  c o m e s  th ro u g h  
th e i r  own d i r e c t l y  c o n t r o l le d  s a le s  o r g a n is a t i o n .
O v e r s e a s  the  s i tu a t io n  i s  d i f f e r e n t ,  in  th a t  th ey  a r e  p a r t  of an  
i n te r n a t io n a l  o rg a n i s a t i o n  w hich  h a s  an  in d e p e n d e n t  s a l e s  f o r c e .
O nce a y e a r  they  w il l  g e t  to g e th e r  and  e s t a b l i s h  q u o ta s  f o r  a r e a s  
and p r o d u c t s .  The F r e n c h  a r e a  s a l e s  m a n a g e r  w ill ,  f o r  e x a m p le ,  
a c c e p t  a  quo ta  f r o m  the N e w a rk ,  H a m b u rg  and  M ilan  f a c t o r i e s ,  
the V ien n a  f a c to r y  and  h i s  ow n f a c to r y ,  m a y b e  som e f r o m  the  
S ta te s  a n d  J a p a n  fo r  the  v a lu e  of p r o d u c t s ,  and  h is  c e n t r a l  s a le s  
o r g a n is a t io n  w i l l  be p a id  a  f ig u r e  of a p p r o c im a te ly  8%. If a s a l e s  
a r e a  t a k e s  a  quota  fo r  a  m i l l io n  d o l l a r s ;  th ey  w i l l  r e c e iv e  8% of 
th a t  s u m  p a id  to  th e m  d u r in g  the y e a r  at m o n th ly ,  o r  q u a r t e r l y  
i n te r v a l s  w h ich  is  to f in a n c e  the  ru n n in g  of the  o p e ra t io n ,  p a y m e n t
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of the s a l e s m e n ,  and o th e r  e x p e n s e s ,  and th is  i s  m o n i to r e d  d u r in g  
the  y e a r .
In the UK o p e r a t io n  the  s a le s  f o r c e  r e p o r t s  to  N e w a rk ,  an d  th e i r  
s a l e s  c o s t s  co m e  out a t ,  s ay ,  6 or 7%, so  they  m u s t  bu ild  in to  
the  p r i c e  f o r  t h e i r  own UK p ro d u c t  a  s e l l in g  e x p en se  as  p a r t  of 
the  p r o d u c t  p r i c e .  A ll  th ey  a r e  do in g  in  the  c a s e  of th e  o v e r s e a s  
m a r k e t  i s  t r a n s f e r r i n g  th a t  s e l l in g  ex p en se  fo r  p a y m e n t  to tiiem .
T h e  p r o b le m  th en  a r i s e s  w h e th e r ,  i f  th ey  do n o t  a c h ie v e  i t ,  t h e r e  
w i l l  b e  s o m e  f le x ib i l i ty  to  in c r e a s e  the  p e r c e n t a g e ,  and  fo r  p a y in g  
a r e d u c e d  p e r c e n ta g e  f o r  o v e r - a c h i e v e m e n t .  If the co m p an y  is  
lo o k ing  fo r  b u s in e s s  th ey  w i l l  be  qu ite  hap p y  abou t p a y in g  i t ,  and  
m a y b e  even  p a y in g  the fu l l  a m o u n t .  H o w ev e r  i f  the  c o m p an y  tak in g  
the  quo ta  i s  b r in g in g  in  the  w ro n g  k in d  of b u s in e s s  th is  i s  a p r o b le m ,  
b e c a u s e  the UK c o m p a n y  h av in g  e s ta b l i s h e d  a  qu o ta ,  and b u i l t  i t  
up  f r o m  a ll  the  a r e a s  of th e  w o r ld ,  th e n  p la n s  the  p ro d u c t io n .  W h i ls t  
i t  i s  n o t  so d if f icu l t  i f  th e y  g e t  v a r i a t i o n s  of p ro d u c ts  th a t  th ey  do 
n o t  s to c k  b u t  c a n  bu ild  to  o r d e r ,  i f  th ey  a r e  b u ild in g  th e m  to  s to c k  
in v o lu m e , they  c o u ld  b e  m a k in g  so m e th in g  w h ich  is  f i l l in g  t h e i r  
s t o r e s  w hen  th ey  should be  m a n u fa c tu r in g  so m e th in g  e l s e .
In e ac h  of the  E u r o p e a n  c o u n t r i e s  the  c o m p an y  has  s a l e s  f o r c e s  
w h ich  h av e  quo tas  su ch  a s  have  b e e n  d e s c r ib e d ;  in A f r i c a ,  the 
M id d le  and  F a r  E a s t  th ey  ten d  to  be  s e l l in g  th ro u g h  d i s t r i b u t o r s  
o r  a g e n ts ,  b a c k e d  up by  v i s i t in g  s a l e s m e n .
L in k s  b e tw e e n  S a le s  and  M a rk e t in g  F u n c t io n s
S a le s  and  m a r k e t in g  a r e  so m e w h a t  n eb u lo u s  t e r m s  r e q u i r i n g  e x a c t  
d e f in i t io n  to d e s c r ib e  w h a t  they  m e a n .  T h e  w ay  th ey  o p e r a t e  in 
the  c o m p a n y ’s c a s e ,  i s  th a t  the  m a r k e t in g  m a n a g e r  d o e s  n o t  have  
r e s p o n s ib i l i t y  for s e l l in g  - h i s  r e s p o n s ib i l i t y  f in i s h e s  a t  the  W o rk s  
g a t e s .  H e  h a s  r e s p o n s ib i l i ty  fo r  a p p l ic a t io n  e n g in e e r in g ,  t e c h n ic a l  
l i t e r a t u r e ,  p r ic e  books and  p r i c in g ,  the  p r o f i t ,  s a l e s  l i t e r a t u r e ,  
a d v e r t i s i n g ,  m a r k e t  r e s e a r c h ,  p la n n in g  w h e re  and how the  
co m p an y  sh o u ld  s e l l ,  a n d  w h a t  new  p r o d u c ts  they  d e v e lo p .  The 
s a l e s  fo r c e  in  the UK h av e  r e s p o n s ib i l i t y  fo r  s e l l in g ,  a l th o u g h  th e r e
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is  qu ite  a  lo t  o f  i n t e r - p h a s e  fo r  th e m  to  fe e d  b a c k  in fo rm a t io n ,  and  
fo r  th is  to  b e  a d  jus te d .
O v e r s e a s ,  the  m a r k e t in g  d e p a r tm e n t  h a s  r e s p o n s ib i l i t y  to b a c k  up  
the  lo c a l  s a ]es f o r c e ,  e i t h e r  te c h n ic a l ly  o r  in  c o m m e r c i a l  n e g o ­
t i a t i o n s .  T h e  m a r k e t in g  m a n a g e r  h a s  t r i p s  to  th e  M idd le  E a s t ,  o r 
a r o u n d  E u r o p e , to  a s s i s t  on  b ig  c o n t r a c t s .  I f  th e  c o u n try  c o n ­
c e r n e d  h a s  a  c o n t r a c t  th a t  n e e d s  r a t h e r  m o r e  d e ta i l  th an  they  
h a n d le  t h e m s e l v e s ,  o r  so m e  s p e c i a l  e x p e r t i s e ,  th en  the  UK 
m a r k e t in g  d e p a r tm e n t  w o u ld  s e n d  so m eb o d y  out to b a c k  up the 
l o c a l  s a le s  f o r c e .
V a r i a t i o n s  in  c o m p e t i t iv e  c o n d i t io n s  in  e a c h  a r e a ,  in  r e l a t i o n  to 
i n d u s t r y  and  g e o g ra p h y
T h e  c o m p an y  c o n s id e r s  th a t  the  v a r i a t i o n s  a r e  m o r e  i n d u s t r y  
b a s e d  th a n  t e r r i t o r y  b a s e d .  F o r  in s ta n c e ,  in  th e  c a s e  of the  
c h e m i c a l  in d u s t r y ,  they  h av e  f a i r l y  s o p h i s t i c a te d  b uy ing  m e th o d s  
a n d  s t a n d a r d i s e  a s  m u c h  a s  p o s s ib le ,  w ith  v e r y  d e ta i l e d  t e c h n i c a l  
in s t r u c t io n s  a s  to w h a t  s ta n d a rd s  th ey  w a n t  to  ap p ly ,  and  
c o m m e r c i a l  co n d i t io n s  in t e r m s  of p a y m e n t ,  ex ten d e d  c r e d i t ,  e tc .  
T h i s  d e g r e e  of s t a n d a r d i s a t io n  b r in g s  p r o b le m s ,  so  th a t  v e r y  often 
th ey  w i l l  w r i t e  a  s t a n d a r d  for a p r o d u c t  w h ic h  w i l l  r e s u l t  in  a  pum p 
fo u r  t i m e s  a s  c o s t ly  a s  th a t  n e e d e d .  H o w e v e r  a s  th e  s t a n d a r d  
s t i p u l a t e s  i t ,  i t  m u s t  b e  c o m p lie d  w ith ,  t h e r e  m u s t  b e  p e r f o r m a n c e  
t e s t in g ,  i n s p e c t o r s ,  and  i t  c o s t s  a  lo t  of m o n e y  to have  th e s e  th in g s  
d o n e . T h e  m a r in e  in d u s t r y  i s  n o t  so t i ^ t  on t e c h n i c a l  c o n d i t io n s ,  
a l th o u g h  th ey  have  th e i r  d e s ig n s ,  b u t  th ey  do n o t  te n d  to  w r i t e  th e m  
out a s  s p e c i f i c a l l y . T h e  m a r in e  f ie ld  in v o lv e s  s h o r t  p e r io d  quo ting  
fo r  v e r y  h ig h  v a lu e s  of eq u ip m e n t  and  for v e r y  ex tended  p e r io d s  of 
m a n u f a c tu r e .  If t h e r e  w a s  a  t a n k e r  b u s in e s s  a t  the m o m e n t ,  n o t  
l ik e ly  to  h a p p e n a ga in  u n t i l  1980, so m eb o d y  could quote fo r  a 
m u l t i - m i l l i o n  pound  ta n k e r  o r  s e r i e s  of t a n k e r s ,  in  a m a t t e r  of d a y s ,  
w ith  e a c h  sh ip  p e r h a p s  c o s t in g  £ 2 0  m i l l io n ,  and  in c lu d in g  a l l  the  
s u b - s u p p l i e r s .  If he  is  m a k in g  a p a ck a g e  s e r i e s  of sh ip s  he  w il l
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e v e n tu a l ly  w a n t  to d e c id e  on one m a n u f a c tu r e r  w h o se  e q u ip m e n t  he  
w i l l  p u t  in  e v e r y  sh ip .  T h e r e  m ig h t  th e n  b e  a  sh ip  in  n in e  m o n th s ,  
one in  f i f te e n  m o n th s ,  an d  one in e ig h te e n  m o n th s ,  s t r e t c h in g  out 
fo r  t h r e e  o r  fo u r  y e a r s ,  a n d  v e r y  o ften  r e q u i r i n g  f ix ed  p r i c e s .  T h i s  
m e a n s  e s ta b l i s h in g  e s t im a t io n ,  w o rk in g  ou t when d e l iv e r i e s  a r e  
going to  be m ad e , th en  w o rk  b a c k  to in d iv id u a l  p r i c e s ,  ad d  i t  a l l  
up and  d iv id e  i t  to g ive a  p r i c e  fo r  the  s h ip s .  I t  i s  a  h igh  r i s k  
b u s i n e s s .
M o s t  c o m p a n ie s  p r e f e r  to pay a f t e r  the  job  r a t h e r  th an  d u r in g  o r 
b e f o r e .  T h e r e  h a s  b e e n  a g e n e r a l  t ig h te n in g  up in c ash  flow ; 
p eo p le  p ay  l a t e r  and  now u s e  any e x c u s e  th ey  can  to  av o id  pay in g  
fo r  a s  long as p o s s ib le .  I t  h a s  t ig h te n e d  the  r e in s  a l l  r o u n d ,  an d  
the c o m p an y  th in k s  th is  i s  n o t  a good th ing .
T e r r i t o r i a l l y ,  the co m p an y  d o es  n o t  g e n e r a l ly  h a v e  any  p a r t i c u l a r  
p r o b l e m s .  T h e y  do g e t  invo lved , p a r t i c u l a r l y  in  E a s t e r n  E u r o p e  
on the  v e r y  b ig  p r o j e c t s ,  i n  p ro v id in g  f in a n c e ,  and they  can  u s u a l ly  
m a n a g e  to  do th is  th ro u g h  ECGD o r  a  l in e  of c r e d i t  w ith  a  b a n k .
In E a s t e r n  E u r o p e  they  s o m e t im e s  get in v o lv ed  in  b a r t e r  t r a d in g ,  
and g e n e r a l ly  h a v e  to go in  w ith  th a t  b u i l t  in to  t h e i r  p r i c e  on the  
a s s u m p t io n  th a t  th a t  w i l l  h a p p e n .  If i t  does  n o t ,  th en  they  m ig h t  b e  
ab le  to  u s e  i t  i n  n e g o t ia t in g ,  b u t  th ey  h av e  to be p r e p a r e d  to go in  
a t  a  h ig h  p r i c e .
R a te  of G ro w th  of T r a d e  f r o m  1970-1975
In t e r m s  of c u r r e n t  and  n o t  c o n s ta n t  m o n e y ,  the a p p r o x im a te  f i g u r e s  
w e re  £ 4 - 5  m i l l io n  in  1970 and  £ 10 m i l l io n  in  1975.
In t e r m s  of p ro d u c t io n  u n i t s  the  le v e l  h a s  b e e n  up and dow n, 
d e p en d in g  in  the  p a s t  m a in ly  on the  UK e c o n o m y .  In 1970 th ey  
had  p e r h a p s  5-10% e x p o r t  w h e re a s  the f ig u re  i s  now a p p r o x im a te ly  
30%. In the  b e s t  y e a r  they  have  h a d  a ro u n d  25, 000 u n i t s ;  in  1970 it 
w a s  p ro b a b ly  abou t 15, 000 -16, 000, b u t  i t  h a s  b e e n  up to the  20000s 
in b e tw een  - in 1974 i t  w a s  a p p ro x im a te ly  25, 000 an d  in 1975 
a p p ro x im a te ly  20, 00 0. The c o m p a n y 's  v o lu m e  of u n i t s  a t  20, 000 
l a s t  y e a r  w a s  m a in ly  b e c a u s e  of the v e r y  s ig n i f ic a n t  i n c r e a s e  in
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e x p o r t  t r a d e .  T h e  co m p an y  c o n s id e r s  th a t  1975 w a s  the  w o r s t  y e a r  
fo r  B r i t i s h  in d u s t ry  s in ce  the W a r .  T h e r e  w a s  quite  a  lo t  o f  w o rk  
going on in  the UK, b u t  a  v e r y  l a r g e  p r o p o r t io n  of i t  w a s  b e in g  done 
by p e o p le  e x p o r t in g  who h a d  n e v e r  e x p o r te d  b e fo re  - w ithou t th a t  
i t  w ou ld , in  the  c o m p a n y 's  op in ion , h av e  b e en  d i s a s t r o u s .  T h e y  
have  a l a r g e  s h a r e  o f  a  m a r k e t  w h ic h  f lu c tu a te s  w ith  v e r y  deep  
c y c le s  an d  p e a k s  in the  UK e c o n o m y .
S p e c ia l  F e a t u r e s  of A d v a n tag e  to  th e  C o m p an y
T h e  C o m p an y  m a d e  i t s  n a m e  in s t a n d a r d  p r o d u c ts  by  s e l l in g  w ha t 
th ey  c a l l  M onob lock  or d o  se-c o u p le d  u n i t s .  I n s te a d  of h a v in g  a 
p um p  w ith  a  v a r y in g  f r a m e  (the r o ta t in g  s h a f t  th a t  r u n s  in  b a l l  
b e a r in g s ) ,  w ith  a coup ling  and  a s e c o n d  m o to r  on a  b a s e p la te ,  
the  c o m p a n y 's  v o lu m e  s t a n d a r d  p r o d u c t s  in v o lv e  ta k in g  th e  s a m e  
pum p  end  an d  c o n n e c t in g  i t  s t r a ig h t  onto  the  m o to r ,  w ith  a 
m o d if ic a t io n  to  th e  m o t o r .  T h is  m e a n s  th a t  i t  i s  m o r e  c o m p a c t ,  
t h e r e  i s  no t the  p r o b le m  of l in in g , t h e r e  i s  no  b a s e p la te  and  no 
cou p lin g . A p p r o x im a te ly  8 5% of the s t a n d a r d  p r o d u c t s ,  w h ic h  f o r m  
ab o u t 60% o f th e  t o t a l  u n i t s ,  a r e  c lo s e  co u p led  r a t h e r  th a n  f r a m e  
m o u n te d  w ith  a  coup ling  a n d  b a s e p l a t e .  N o w h e re  in  E u r o p e  t h e r e  
i s  any o th e r  co m p an y  w h ic h  c an  get the  f ig u r e  o v e r  50%. T h i s  f ig u re  
of 85% h a s  b e e n  a c h ie v e d  th ro u g h  fo r c e  of c i r c u m s t a n c e s ,  the  
c o m p a n y 's  len g th  of t im e  in  the  m a r k e t ,  e t c . , the  m a in  c i r c u m ­
s tan c e  b e in g  the  la c k  of m o t o r s  a v a i l a b i l i ty  j u s t  a f t e r  the  l a s t  
W o r ld  W a r .  T h e  c o m p a n y 's  m a n ag in g  d i r e c t o r  a t  th a t  t im e  c o r  
c o r n e r e d  a  v e r y  l a r g e  p o r t i o n  of the  m o to r  a v a i l a b i l i ty ,  and  p u t 
p um p  e n d s  onto th e m .  O th e r  c o m p a n ie s  h a d  to c o m e  to  th e m  fo r  
m o to r s ,  w h e th e r  th ey  h a d  in te n d e d  u s in g  th e m  in  th a t  f o r m  o r  no t, 
and  th en  found i t  w a s  a  good id e a .  T he co m p an y  h a s  now d e v e lo p e d  
a  new  r a n g e ,  w h ich  i s  i n  th e  p r o c e s s  of ta k in g  o v e r  f r o m  th e  o ld .
In the m a r i n e  f i e ld  the  c o m p a n y  h a s  a  p a te n t  on a  s t r ip p in g  s y s te m  
fo r  t a n k e r s ,  w h ic h  te n d s  to  b r in g  in  o th e r  e q u ip m e n t  w ith  i t ,  su ch  
a s  c a rg o  p u m p s  and  h y d ra u l ic  m o t o r s .  T h e y  c a n  o ffe r  a s e r v i c e  of 
p u t t in g  in  a c o m p le te  t a n k e r  s t r ip p in g  s y s te m  - p u m p s ,  i n s t r u -
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m e n ta t io n  c o n t ro l  p a n e l s ,  p ip e w o rk  e t c . , o r  they  c an  su p p ly  the 
e q u ip m e n t  fo r  the b u y e r s  to  i n s t a l  t h e m s e l v e s .
In a p a r t i c u l a r  type  of c o n d e n s in g  e q u ip m e n t  f o r  th e  p o ly th en e  
i n d u s t r i e s ,  the co m p an y  m a k e s  a  h igh  q u a l i ty ,  h igh  v a lu e  
co n d en s in g  p ro d u c t .
So f a r  a s  g e n e r a l  e n g in e e r in g  is  c o n c e rn e d ,  th e i r  h e a t  e x c h a n g e r s  
a r e  tw ice  the  p r i c e  of anybody e l s e ' s  - b u t  th is  i s  no t t h e i r  f ie ld .  
T h e r e  i s  no  m o n o p o l i s t ic  s i tu a t io n ,  b u t  t h e r e  is  l im i te d  c o m p e t i t io n .  
In s te a d  of h av in g  tw enty  c o m p e t i t o r s  they  a r e  p e r h a p s  t h r e e .  T he  
n e a r e s t  th ey  co m e  to a  m o n o p o l is t ic  p o s i t io n  i s  th a t  they  h a v e  one 
type  of c o m p r e s s o r ,  w h e r e ,  a l th o u g h  th e r e  a r e  o th e r  c o m p e t i t o r s ,  
th e r e  a r e  only two a ro u n d  the s a m e  q u a l i ty  and  p r i c e .  So th a t  they  
d iv ide  th e  UK t r a n s m i s s i o n  in d u s t r y  m a r k e t  in to  p e r h a p s  60%-40% 
b e tw e e n  th e m .
L e v e l  of P r o f i t a b i l i t y
T h e  c o m p an y  c o n s id e r s  i t s  p r o f i t a b i l i t y  to  be  a t  a s a t i s f a c to r y  le v e l .  
T h e  f ig u r e  l a s t  y e a r  w a s  a p p r o x im a te ly  11 .2% . T h is  is  n o t  id e a l ,  
b u t  c o m p a r e d  w ith  m e c h a n ic a l  e n g in e e r in g ,  w h e re  a  lo t  of c o m p a n ie s  
a r e  n o t  m a k in g  5%, in c lu d in g  m a n y  c o m p a n ie s  in  the  pum p in d u s t ry  
(so m e  of th e s e  a r e  m a k in g  l e s s  th an  8% an d  v e r y  v e r y  few  a r e  
m a k in g  m o r e  th an  10%) they  fe e l  i t  is s a t i s f a c t o r y .  T h e y  f in d  th a t  
they  a r e  a s  good o r  b e t t e r  - an d  u s u a l ly  b e t t e r  - th an  anybody  e ls e  
in  th e i r  g ro u p ,  and  th a t  in c lu d e s  in  the  w hole  w o r ld .
A n c i l l a r y  and  A u x i l ia r y  P r o d u c t s
T h e  co m p an y  te n d s  to  m a r k e t  p r o d u c ts  to  go w ith  i t s  m a in  p r o d u c t s  
in the m a r in e  an d  c o n d en s in g  i n d u s t r i e s .  In the c o n d en s in g  in d u s t r y  
they  h av e  c o n d e n s e r s ,  e x h a u s t  v a lv e s ,  e j e c t o r s ,  an d  the p u m p s ,  
so th ey  can  p ro v id e  a l l  th a t  i s  r e q u i r e d  fo r  a co n d en s in g  p la n t .  In 
o th e r  f ie ld s  - in  p u m p in g  a n d  c o m p r e s s o r s  - th ey  a re  bu y in g  
a n c i l l a r y  e q u ip m e n t  of a p r o p r i e t a r y  m a k e  to  go w ith  t h e i r  own 
p ro d u c t ,  l ik e  m o t o r s ,  s e a l s ,  i n s t r u m e n t s ,  v a lv e s  e tc .  T h e y  d o  n o t  
have  v e r y  m u c h  o f  any th in g  c o m p le m e n ta r y ,  a n d  r a t h e r  d i f f e r e n t ,  
n a tu r e .  T h e y  buy ty p e s  o r  s i z e s  of pu m p s  f r o m  e i th e r  th e i r  own
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g r o u p ,  o r  f r o m  c o m p e t i t o r s ,  to  m ake  iq) a  p a c k a g e  of p u m p in g  
e q u ip m e n t ,  b u t  do n o t  n e c e s s a r i l y  buy  o th e r  e q u ip m e n t .
On the  q u e s t io n  of m o d if ic a t io n  o f  th e i r  e q u ip m e n t ,  th e  c o m p an y  
w ould  l ik e  to  s e l l  a s  m u c h  s ta n d a r d  e q u ip m e n t  a s  p o s s ib l e ,  a l th o u g h  
a g a in ,  the  t e r m  ' s t a n d a r d '  i s  s o m e w h a t  n e b u lo u s .  A  l a r g e  a m o u n t  
of th e i r  ' s t a n d a r d '  p r o d u c t s  they  have  p a c k a g e d  an d  r e a d y  fo r  
s h ip m e n t  o ff  the  s h e l f .  In a  y e a r  in  w h ich  th ey  s e l l  20, 000 u n i t s ,
12, 000 o f  th o s e  a r e  w h a t  th ey  w ould  c a l l  t h e i r  s t a n d a r d  o r  s e m i ­
s t a n d a r d  r a n g e .  P r o b a b ly  6, 000 w ou ld  go s t r a i g h t  out of the  
f a c to r y  i n  a  p a c k in g  c a s e ,  w ith  a  c e r t a i n  s iz e  o f  m o to r  and  
im p e l l o r ,  an d  e i th e r  a  p a c k e d  g land  o r  a  m e c h a n ic a l  s e a l ,  e i th e r  
the  s a m e  day  o r  w ith in  48 h o u rs  of r e c e iv in g  th e  o r d e r .  T h en  
t h e r e  a r e  th o se  ty p e s  of p u m p s ,  in  p a r t s ,  th ey  bu ild  up w ith  m in o r  
m o d if ic a t io n s  - p e r h a p s  a  cup c o m p e l lo r  (a s m a l l e r  im p e l lo r ) ,  
o r  w ith  a  b ig g e r  o r  s m a l l e r  m o to r ,  d i f f e r e n t  type  of m e c h a n ic a l  
s e a l ,  a  d i f f e r e n t  m a t e r i a l  of the  i m p e l l o r ,  a  d i f f e r e n t  c a s in g ,  
d i f f e r e n t  c o lo u re d  p a in t ,  e t c .  e tc .  T h i s  is  a  s e c o n d  s id e  to the  
b u s i n e s s ,
T h e r e  i s  a  t h i r d  s ide  to the  b u s i n e s s  w h e re  th ey  e n g in e e r .  T h is  m a y  
w e l l  invo lve  c o m p o n en ts  th e y  h av e  in  s to c k ,  b u t  a  p a r t i c u l a r  i t e m  
n e e d s  d e s ig n in g ,  or c o s t in g ,  or i t  m ig h t  be  s o m e th in g  th a t  th ey  
d e s ig n  f r o m  s c r a t c h .  T h e y  w ould  do th is  p a r t i c u la r ly  w i th  the 
A d m ir a l ty  w h e re  they  w o u ld  p ro b a b ly  g e t  a  d e s ig n  c o n t r a c t .  S o m e ­
t im e s  a c u s to m e r  w i l l  a s k  fo r  e q u ip m e n t  to do a c e r t a i n  type  of 
duty  w h ich  they  w i l l  not be  ab le  to  p ro v id e ,  b u t  they  w i l l  th e n  f ind  
th a t  t h e r e  i s  a  d e s ig n  s o m e w h e re  in  th e  g ro u p .  If the  c u s to m e r  a s k s  
fo r ,  s a y ,  30, th ey  w i l l  ta k e  the  d r a w in g s ,  c a lc u la te  the  p r i c e  of 
the  p a t t e r n  eq u ip m e n t ,  a s c e r t a i n  th e  p r o b le m s  of j ig s  a n d  to o l s ,  c o s t  
the  job , and give a  p r i c e .  T hey  d id  th i s  in  1975 w ith  s o m e  54" p u m p s  
fo r  K o r e a ,  for d r y  d ock  d e w a te r in g ;  th is  invo lved  a p p ro x im a te ly  
£500 , 000 w o r th  o f  e q u ip m e n t ,  t h r e e  p u m p s .  T he  c o m p an y  q u o ted  in 
t h r e e  d ay s  f r o m  a sk e tc h ,  and  h a d  the o r d e r  in t h r e e  w e e k s .  T h e y
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p u t in  a  p r i c e  a t  a n o th e r  f a c to r y  in the g ro u p  w h ich  w a s  told th a t  
i t  w a s  UK f in a n c e ,  an d  th a t  i f  th ey  cou ld  m a k e  the  e q u ip m e n t  a t  
th a t  p r i c e  th ey  could  h av e  the o r d e r .  I f  i t  looks  l ik e  a  p ro f i t a b le  
job , a l th o u g h  r i s k y ,  the  c o m p an y  i s  p r e p a r e d  to do i t .  H o w e v e r ,  
th e i r  v o lu m e  p ro d u c t io n  te n d s  to be  a s  s t a n d a r d i s e d  a s  th ey  c an  
ge t th e  c u s to m e r  to a c c e p t .  T h e  p ro d u c t io n  d e p a r tm e n t  w ould  
l ik e  i t  to b e  m o r e  s tan d a rd isé e^  but th ey  m u s t  m a k e  w h a t  the  
c u s to m e r  w a n ts .
T h e  R o le  of R e s e a r c h  and  D e v e lo p m e n t  in  th e  C o m p an y  
T h e  co m p an y  c o n f i r m s  th a t  r e s e s i r c h  and  d e v e lo p m e n t  p la y s  an  
i m p o r t a n t  p a r t  in th e i r  o p e ra t io n s ,  p a r t i c u l a r l y  o v e r  the l a s t  few  
y e a r s .  T h e r e  w a s  a  p e r io d  w hen  R  & D w e r e  d o in g  v e r y  l i t t l e ,  
b u t  th e  c o m p an y  h a s  in t ro d u c e d  one m u l t i - m i l l i o n  d o l la r  d e v e lo p ­
m e n t  in the  l a s t  t h r e e  y e a r s ,  w h ich  i s  a l r e a d y  g e n e r a t in g  a ro u n d  
one th i r d  of th e i r  p ro d u c t  n u m b e r s  now, an d  r e p l a c in g  s o m e  o f  
the  o ld  o n e s .  T h e y  h a v e  one p r o d u c t  d e v e lo p m e n t  w h ich  i s  l in e d  
up and  n e e d s  f in a l  a p p r o v a l .
E a c h  y e a r  they  p u t  f o r w a r d  r e s e s i r c h  and  d e v e lo p m e n t  p r o j e c t s ;  
the c o m p an y  h a s  a  d e p a r t m e n t  a t  N e w a rk ,  b u t  h a s  to get a p p ro v a l  
th ro u g h  a c e n t r a l i s e d  p r o c e s s .  A n  R  & D m a r k e t in g  m e e t in g  is  
h e ld  e a c h  y e a r  a l t e n a te ly  i n  the  USA o r E u r o p e ,  and  a w e ek  i s  
sp e n t  going th ro u g h  e v e r y b o d y ’s p la n s ,  and  a t  the  end a p p r o v a l  
fo r  a c e r t a in  a m o u n t  of m oney  is  g iv en . T h e r e  w i l l  be  a p p r o v a l  
fo r  s o m eb o d y  to  do the  d e v e lo p m e n t ,  ev en  i f  i t  is  a  m u l t ip le  
r e q u e s t .  W hen  the d e v e lo p m e n t  i s  f in i s h e d  t h e r e  w i l l  be  a  r e q u e s t  
fo r  d i f f e r e n t  p e o p le ,  p o s s ib ly ,  to  m a n u f a c tu r e ;  i t  m a y  be  a 
s in g le ,  o r  w o r ld w id e ,  s o u r c in g .  Som e n ew  p r o d u c t s  a r e  t i e d  to  
the lo c a l  c u r r e n c y  o r  the  lo c a l  n a t io n a l i s t i c  s i tu a t io n ,  b u t  m o r e  
and m o r e  the  c o m p an y  i s  t ry in g  to c o m e  to  a  s i tu a t io n  in  w h ich , 
if  they  do d e v e lo p  a p r o d u c t  in South  A m e r i c a ,  J ap a n ,  o r  E u r o p e ,  
they  w i l l  en d  u p  w ith  the s a m e  p r o d u c t .  T h e  com p an y  d o e s  not 
u n d e r ta k e  r e s e a r c h  fo r  o th e r  f i r m s  b u t  in t e r c h a n g e s  r e s e a r c h  
in fo r m a t io n  w ith in  the  g ro u p ; su ch  in fo r m a t io n  as c o m p u te r
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te ch n o lo g y  on d e s ig n ,  n o i s e  and  v ib r a t io n ,  o r  t e s t in g  th a t  h a s  b e e n  
done in  a n o th e r  p a r t  of the g roup  w h ich  m ig h t  a f f e c t  one of 
W o r th in g to n - S im p s o n 's  p r o d u c t s .  T h e  g ro u p ,  h o w e v e r ,  does  g e t  
in v o lv ed  in  r e s e a r c h  n o t  e n t i r e ly  f o r  i t s e l f ;  in  C an a d a  th ey  have  
a j o in t  G o v e rn m e n t  r e s e a r  d i  on sew e r  h an d lin g  p u m p s  and  
p r o p e r t i e s  of p o ly m e r s ,  r u b b e r s  fo r  r u b b e r  l in ing , and  w e a r  
r e s i s t a n c e  e tc .  T h e  g roup  a l s o  h a s  a  jo in t  r e s e a r c h  a g r e e m e n t  
w i th  the  R u s s i a n  H y d ra u l ic  In s t i tu te  f o r  the  in te r c h a n g e  of id e a s  
and  p a p e r s ,  b u t  th ey  do n o t  en gage  in c o n t r a c tu a l  r e s e a r c h  fo r  
anybody  e l s e .
T h e  C o m p a n y 's  A p p ro a c h  to  a  New M a r k e t
T h e  c o m p an y  u s e s  a l l  th e  a v a i la b le  to o ls  at i t s  d i s p o s a l  w hen 
a p p ro a c h in g  a new m a r k e t .  T h ey  f ind  th a t  b e in g  in  the  UK i s  o f  
g r e a t  a s s i s t a n c e  in  e s ta b l i s h in g  a m a r k e t  s iz e ,  b e c a u s e  the  m a r k e t  
in te l l ig e n c e  in f o r m a t io n ,  w h ich  th e  G o v e r n m e n t 's  o v e r s e a s  b r a n c h e s  
p ro d u c e  fo r  s to r a g e  in th e  UK, i s  b e t t e r  th a n  cou ld  b e  found in  m o s t  
p l a c e s .  T h e  co m p an y  f in d s  th a t  t r a d e  a s s o c ia t i o n s  of the  type  th a t  
e x i s t  in the  UK do n o t  p ro d u c e  v a lu a b le  in fo r m a t io n ,  if th ey  w a n t  
u s a b le  in f o r m a t io n  ou t of i t  th ey  h av e  to  go b a c k  to s o u r c e  d a ta  an d  
c a lc u la te  f r o m  th is  t h e m s e lv e s .  T h e y  find th a t  even  i f  the  t r a d e  
a s s o c i a t i o n s  end  up a s  s e c r e t a r i a t s  fo r  E u r o p e a n  o r g a n i s a t i o n s ,  they  
em p lo y  the  w ro n g  c a l i b r e  of p e o p le  to do the r e s e a r c h ,  so  th a t  th e  
in fo r m a t io n  th ey  p ro v id e  is  r a t h e r  a h o tc h - p o tc h  w h ich , in  the 
c o m p a n y 's  e x p e r ie n c e ,  is  g e n e r a l ly  n o t  o f  u s e .  T h e  c o m p an y  k e e p s  
r e s e a r c h  l i b r a r i e s  on  d e s ig n s ,  c o m p e t i t io n ,  the e c o n o m ic  
s i tu a t io n ,  and  c u r r e n c y  c h an g e s  ( th is  l a t t e r  is  one th ing  th ey  
w ou ld  tak e  in to  c o n s id e r a t io n  w hen e s ta b l i s h in g  p r i c in g  p o l i c i e s ) .
T h e  co m p an y  u s e s  w h a t  w a s  the  M o r e l l  I n s t i tu te ,  an d  w h ich  is  n ow  
a  c e n t r e  fo r  e c o n o m ic  f o r e c a s t in g ,  opened  s ix  y e a r s  a g o ,  an d  
o p e ra t in g  on a fee  b a s i s .  T h e y  c o n s id e r  th a t  an  e c o n o m is t  sh o u ld  
be a b le  to  a n a ly s e  th e  in fo r m a t io n  b e t t e r  than  the  co m p an y  can , 
and  i f  they  a p p ly  th e i r  s p e c i f i c  know ledge  (b e c a u se  v e r y  o f ten  the
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c e n t r e ’s in fo r m a t io n  i s  d i s to r t e d ,  a s  the  eco n o m ic  f o r e c a s t in g  
of the c o u n try  is ,  a n d  the  r e p o r t i n g  in  the  f in a n c ia l  p r e s  s), by  
tak in g  th a t  a s  a  b a s e ,  an d  app ly ing  th e i r  own lo c a l  k n ow ledge , 
they  g e t  good in f o r m a t io n .  T h ey  u se  the  c e n t r e  a l s o  fo r  th e i r  
c u r r e n c y  f o r e c a s t in g  s e r v i c e .  T h e y  a l s o  u se  s e r v i c e s  su ch  a s  
E x te l ,  f o r  co m p eti t io n  an d  f in a n c ia l  d a ta ,  an d  a v a r i e t y  of 
s o u r c e s  to b u i ld  up a l i b r a r y  on c o m p e t i t io n  fo r  p r o d u c t s  th a t  
th ey  m a k e ,  o r  m i ^ t  po ssib ly  m a k e  in  the  fu tu r e ;  a l s o  th e  b a n k s  
fo r  th e i r  f in a n c ia l  d a ta  and v a r io u s  s to c k b r o k e r s .
T h e  c o m p an y  h a s  a  s m a l l  r e s e a r c h  d e p a r tm e n t  fo r  a n a ly s in g  
s t a t i s t i c s  day  to  day  fo r  th e  i n d u s t r y  a s  a  w ho le  and  fo r  the 
co m p an y  i t s e l f .
C a p a c i ty  U sag e
A t the  m o m e n t  the  c o m p a n y  h a s  s p a r e  c a p a c i ty ;  they  a re  ru n n in g  
on th e i r  t a r g e t  f o r e c a s t  fo r  a b o u t  90%. T h e y  h av e  p ro b a b ly  
n ine  m o n t h s ’ w o rk ,  and  cou ld  do w ith  m o r e  b u s in e s s  depend ing  
on w h ich  p r o d u c t  line  is  b e in g  c o n s id e r e d .  On so m e  p r o d u c t  
l in e s  th ey  a r e  up  to c a p a c i ty  and  on o t h e r s  they  cou ld  c e r t a in l y  do 
w ith  m o r e .  T h e y  have so m e  f le x ib i l i ty  in  chang ing  p r o d u c ts  f r o m  
one p ro d u c t io n  l in e  to  a n o th e r ,  b u t  the m a jo r  l in e s  h av e  l a r g e  
v o lu m e  p ro d u c t io n  l in e s ,  b o th  in the  fo u n d ry  a n d  f a c to r y .  In the  
v o lu m e  l i n e s  they  have  c a p a c i ty  to h a v e  f le x ib i l i ty  and i n c r e a s e  
v o lu m e  f a i r l y  qu ick ly ;  in  s o m e  o f  the  s m a l l e r  l in e s  one l a r g e  
o r d e r  c a n  th ro w  th e m  r i g h t  out of g e a r .  T h e y  have  v a r io u s  
b o t t le n e c k s  and  i t  w i l l  r e a l l y  depend  on w h e th e r  i t  i s  l ik e ly  to 
be  a  s h o r t  t e r m  b o t t l e n e c k ,  o r  a long t e r m  g ro w th , w h e th e r  they  
w i l l  d o  a n y th in g  a b o u t i t .  T h e y  h av e  co n t in u e d  to  in v e s t  q u i te  l a r g e  
a m o u n ts  of m oney o v e r  the  l a s t  t h r e e  y e a r s .
R e la t io n s h ip  b e tw e e n  UK and  A s s o c ia te  C o m p a n ie s  
A s the  c o m p a n y  h ad  s ta te d  e a r l i e r ,  th ey  h a v e  a s a le s  f o r c e  th a t  i s  
g e n e r a l ly  in d e p e n d e n t  o f  the  f a c t o r i e s .  In c o u n t r i e s  w h e re  t h e r e  is  
a f a c to r y  i t  w i l l  have  m o r e  s ig n if ic a n t  r e s p o n s ib i l i t y  for s e l l in g  th a t
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f a c t o r y ' s  p r o d u c ts  in  i t s  own t e r r i t o r y ,  an d  th e n  w i l l  h av e  a 
s e c o n d  s a l e s  f o r c e ,  s o m e t im e s  s e p a r a t e ,  f o r  s e l l in g  the  o th e r  
f a c t o r y ' s  p r o d u c t s .  T he  a r e a  s a le s  f o r c e  w i l l  h av e  r e s p o n s ib i l i t y  
fo r  s e v e r a l  c o u n t r ie s :  I ta ly  h a s  r e s p o n s ib i l i t y  f o r  I r a n ,  G r e e c e ,  
L ib y a  a n d  s o  on; S pa in  h a s  r e s p o n s ib i l i t y  fo r  th e  S p a n ish  A f r i c a n  
c o u n t r i e s  an d  fo r  P o r t u g a l .
T h e  f a c t o r i e s  a r e  g ro u p e d  in th e i r  r e p o r t i n g ,  in  th a t  
W o r th in g to n -S im p  son h a s  a V ice  P r e s i d e n t  - O p e r a t io n s ,  E u r o p e ,  
o v e r  i t s  g e n e r a l  m a n a g e r ,  a n d  th a t  v ic e  p r e s i d e n t  i s  r e s p o n s ib le  
f o r  th e  f a c t o r i e s  in  the  UK, S p a in  and  I ta ly .  T h e r e  i s  a n o th e r  
V ic e  P r e s i d e n t  -  O p e ra t io n s ,  w ho a l s o  h a p p e n s  to b e  g e n e r a l  
m a n a g e r  of the  G e r m a n  f a c to r y  in  H a m b u rg ,  who h a s  r e  sp o n s ib i l i ty  
fo r  G e r m a n y ,  A u s t r i a ,  and the f a c t o r i e s  in V ien n a  and  F r a n c e .  
B e s id e s  the c o u n t r i e s  m e n t io n e d  in  the  q u e s t io n n a i r e ,  t h e  co m p an y  
a l s o  h a s  a  f a c to r y  in  Spain  a n d  one in A u s t r i a ,  and w i l l  by  the  end 
of 1976 h a v e  an  a d d i t io n a l  f a c to r y  in  I ta ly  - in  N a p le s .
O nce e v e r y  m o n th  o r  tw o, a l l  the  g e n e r a l  m a n a g e r s  of the  
E u r o p e a n  f a c t o r i e s  m e e t  to g e th e r  w ith  the top  m a n a g e m e n t  a n d  
d i s c u s s  c o m m o n  p r o b l e m s .  E v e r y  q u a r t e r  a l l  the  s a le s  and 
m a r k e t in g  m a n a g e r s  m e e t  a t  one c e n t r e  an d  d i s c u s s  quo ta  
a c h ie v e d  o r p r o b le m s ,  go th ro u g h  o u ts ta n d in g  q u o ta t io n s ,  t a lk  
a b o u t m a r k e t in g  p o l ic y ,  e x h ib it io n  p o l ic y ,  e t c .  T h is  i s  u s u a l ly  
a tw o day  m e e t in g :  on  one day th e  m a r k e t in g  p e o p le  m e e t  
to g e th e r  and  the  s a l e s  p e o p le  m e e t  to g e th e r ,  a n d  th en  th e r e  is  
an  o v e r la p  m e e t in g  w h e re  th ey  d i s c u s s  any  co m m o n  p r o b l e m s .  
U su a l ly  th i s  t i e s  up in  t im e  w ith  the  g e n e r a l  m a n a g e r s ,  so th a t  
they  c o m e  to  p a r t  of the s a le s  and  m a r k e t in g  m a n a g e r s '  m e e t in g  
and th en  h av e  t h e i r  own s e p a r a te  m e e t in g .
T h e r e  a r e  then  c o r p o r a t e ,  w o r ld w id e  m e e t in g s ,  h e ld  
l e s s  o f ten , w h e re  R & D, m a r k e t in g ,  e tc .  f r o m  a l l  o v e r  the  
w o r ld ,  a r e  b ro u g h t  to  one c e n tr e  to m e e t ;  t h e r e  is  a l s o  an  
ex ec u t iv e  p o l ic y  m e e t in g  w h ich  goes  ro u n d  the w o r ld  and  m e e t s .
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a s  an  o v e r a l l  e x e c u t iv e  c o m m it te e .  T h e r e  a r e  R e g io n a l  V ic e -  
P r e s i d e n t s  fo r N o r th  A m e r i c a ,  South  A m e r i c a ,  E u r o p e  
( in c lu d in g  in  th is  c a se  A f r i c a ,  S c a n d in av ia ,  India e t c . )  an d  
the  F a r  E a s t .
F e a t u r e s  of H a r m o n is a t i o n  in  P r o d u c t io n ,  P r i c i n g  P o l i c y  and  
C o m p e t i t io n
On the  p ro d u c t io n  s id e ,  b a s ic é d ly  they  ten d  to  m a k e  d i f f e r e n t  
p r o d u c t s ,  a l th o u g h  t h e r e  a r e  som e p r o d u c ts  they  m a k e  in  m u l t i p l e s .  
T h e  UK is  the b ig g e s t  s t a n d a r d  o p e ra t io n ;  S p a in  in  i t s  own m a r k e t  
h a s  a  s t a n d a r d  p ro d u c t  r a n g e  of e q u ip m e n t  and  i ts  s p e c ia l i ty  i s  
v e r t i c a l  tu rb in e  p u m p s  fo r  i r r i g a t i o n  - th ey  m ig h t  s e l l  a n  o r d e r  of 
1500 to  I r a q .  T h e  G e r m a n  f a c to r y ,  in  H a m b u rg ,  h a s  e x p e r t i s e  in  
m a r i n e  p u m p s ,  p a r t i c u l a r l y  fo r  the t a n k e r  m a r k e t ,  and  s p e c ia l  
c h e m ic a l  h ig h  p r e s s u r e  p u m p s  fo r  f e r t i l i s e r  c a r b o n a te  p u m p s  - 
a  v e r y  n a r r o w  and s p e c i a l i s e d  f ie ld  an d  v e r y  c o s t ly .  The M ila n  
f a c to r y  i s  a lm o s t  e n t i r e ly  p r o c e s s  i n d u s t r y  o r ie n te d .  T h e y  m a k e  
h ig h  t e m p e r a t u r e ,  h igh  p r e s s u r e  p u m p s  fo r  the c h e m ic a l ,  
p e t r o c h e m i c a l ,  and  f e r t i l i s e r s  i n d u s t r i e s ,  an d  big p u m p s  fo r  
p o w e r  s t a t i o n s ,  e tc .  T h e y  r e c e n t ly  h ad  a $10 m i l l io n  o r d e r  fo r  
R u s s i a  fo r  a s e r i e s  of p u m p s ,  an d  a t  the  end of 1975 th ey  h a d  an o r d e r  
fo r  a l l  the  p u m p s  fo r  a r e f in e r y .  T he  f a c to r y  in  F r a n c e ,  a t  N a n te s ,  
h a s  n o t  b e e n  going long; i t  w a s  a  C r u s e t t e  L o i r e  f a c to r y  m a k in g  
p u m p s  and h a d ,  a t  so m e  t im e  p r e - W a r ,  b e e n  a W o rth in g to n  
f a c to r y .  It th en  b e c a m e  a  f a c to r y  s u b - l i c e n s in g  an  A m e r i c a n  
p r o c e s s  pum p; the  l i c e n c e  la p s e d  and  C r u s e t t e  L o i re  so ld  i t  to 
W o r th in g to n .  I f  so m eb o d y  a sk s  fo r  p r o c e s s  p u m p s  f r o m  th e m , 
they  w i l l  m a k e  p r o c e s s  p u m p s .  I f  t h e r e  is  an  e n q u iry  to F r a n c e  
fo r  lo c a l  m a n u f a c tu r e  an d  th e y  d o  n o t h a v e  the  p r o d u c t s ,  th ey  w il l  
o b ta in  th e  d ra w in g s  o r  p a t t e r n s  f r o m  one of the f a c to r i e s  th a t  
m a k e  th e m .  It is  a  jobb ing  f a c to r y ,  a n d  i s  s t i l l  f e e l in g  i t s  w a y .
T h e r e  i s  n o t  a  g r e a t  d e a l  of dup lica t io n  in  p r o d u c ts  b e tw e e n  the 
c o m p a n y 's  f a c t o r i e s  in  d i f f e r e n t  c o u n t r i e s .  W hen th e r e
2 0 .
w a s  a good ta n k e r  m a r k e t  the UK f a c to r y  w a s  in  c o m p e t i t io n  
w i th  the  H a m b u rg  f a c to r y .  H o w e v e r ,  i t  g e n e r a l ly  w o rk e d  out 
qu ite  w e ll  - e i th e r  the  d e l i v e r i e s ,  o r  the  p r i c e s  w e r e  d i f f e r e n t ,  
o r  the  o w n e r  h a d  a p r e f e r e n c e  f o r  a  G e r m a n  o r a  B r i t i s h  p u m p , 
o r  the  s h ip y a r d  h a d  a p r e f e r e n c e ,  o r  the  f in an c in g  te n d e d  to p u sh  
i t  one w ay , o r  one f a c to r y  w a s  o v e r lo a d e d  an d  the  o th e r  w a s  n o t .
I t  i s  up  to  the  s a l e s m a n  to e s t a b l i s h  w h a t  i s  b e s t  to  be d o n e .  T h e r e  
i s  v e r y  o f te n  a  c o n f l ic t  and th e  s a l e s m a n  t r i e s  to  p la y  one f a c to r y  
off a g a in s t  a n o th e r  on  p r i c e  o r  d e l iv e r y ;  v e r y  o c c a s io n a l ly  the 
g ro u p  top m a n a g e m e n t  w i l l  t r y  to  p u s h  an  o r d e r  in to  a p a r t i c u l a r  
f a c t o r y  b e c a u s e  i t  i s  u n d e r - lo a d e d ,  b u t  th a t  is  f a i r l y  r a r e .
E f f e c t  of B r i t a i n ' s  E n t r y  in to  the  E E C  on the  C o m p a n y 's  B u s in e s s  
In the o r ig in a l  q u e s t io n n a i r e  th e  c o m p an y  s ta t e d  th a t  it  th o u g h t 
th e  e f f e c t  of E E C  e n t r y  w ou ld  b e  f a v o u ra b le  to t h e i r  t r a d e ,  th ey  
now c o n f i r m  th a t  they  h av e  done m o r e  b u s i n e s s .  I t  h a s  c a u s e d  
a s i tu a t io n  w h e r e  the  E E C  c o u n t r i e s  now a c c e p t  B r i t i s h  p r o d u c ts  
and  th in k  th a t  th is  c o u n try  m e a n s  b u s i n e s s  m o r e  than  b e f o r e .  
B r i t a i n  s t i l l ,  a s  a  n a t io n ,  h a s  a v e r y  p o o r  r e p u ta t io n  fo r  d e l iv e r y ;  
a  good r e p u ta t io n  fo r  do ing  b u s in e s s  an d  b e in g  good p e o p le  to do 
b u s i n e s s  w ith ; a  r e a s o n a b l e  r e p u ta t io n  fo r  p r i c e ;  a good r e g p u  
r e p u ta t io n  fo r  the q u a l i ty  of the  p ro d u c t ;  b u t  the q u e s t io n  of 
d e l iv e r y  is  v e r y  o f ten  a b a r r i e r  to do ing  b u s i n e s s ,  to g e th e r  w ith  
the  f a c t  th a t  B r i t a i n  has  a  too v o lu b le  p r e s s .  T h e  c o m p a n y 's  
m a r k e t in g  e x e c u t iv e s  f ind , w hen  m e e t in g  p eo p le  in th e  E E C  
c o u n t r i e s  and  ta lk in g  to  t h e i r  o p p o s ite  n u m b e r s ,  th a t  the p a p e r s  
do n o t  r e p r e s e n t  a t r u e  s i tu a t io n .  In the  l a s t  tw o  y e a r s  th e  UK 
c o m p a n y 's  s i tu a t io n  on p r i c in g  h a s  b e en  b e t t e r  th a n  th a t  of any 
o th e r  c o u n try  th a t  they  d e a l  w ith  in  th e i r  g ro u p .  T h e  o th e r  
c o u n t r i e s '  in f la t io n  h a s  b e e n  a t  l e a s t  a s  m u c h  a s  th a t  of the UK, 
if  n o t  m a r g in a l ly  above, and  t h e i r  p r i c e s  a r e  a lm o s t  the s a m e .  
T h e i r  c o m p a n ie s  in th e s e  c o u n t r i e s  a r e  s ay in g  th a t  b u s i n e s s  i s  
h a r d e r  to g e t  fo r  th e m  a t  the  m o m e n t  th an  the  UK com pany  f in d s .
2 1 .
E n t r y  in to  the  E E C  h a s  n o t  opened  the  f lo o d g a te s ;  a l l  i t  h a s  done , 
in  the c o m p a n y ’s v iew , is  to c r e a t e  a  s i tu a t io n  w hich  e x p o se s  to 
p e o p le  th a t  th e re  is  a  l a r g e  m a r k e t  to go f o r .  I t  h a s  m a d e  UK 
c o m p a n ie s  m o r e  p r o f e s s i o n a l  th an  they  h av e  b e e n  in the  p a s t .  If 
th e y  w a n t  to  s e l l  in  th a t  m a r k e t  th ey  m u s t  h av e  a s  good, o r  
b e t t e r ,  p r o d u c t  than  anybody  e l s e  in  E u r o p e ,  b e c a u s e  h av in g  t h e i r  
ow n m a r k e t ,  why shou ld  they  buy  f r o m  th e  UK? It h a s  to be  th e  
r i g h t  p r i c e  and th e  r i g h t  d e l iv e r y  , and a UK co m p an y  h a s  to  b e  
b e t t e r  a t  w h a t  they  a r e  doing than  the  f o r e ig n  c o m p a n ie s  a r e  
t h e m s e lv e s .
T h e  co m p an y  h a s  found th e s e  co n d i t io n s  a p p l ic a b le  to i t s e l f ,  in 
p a r t i c u l a r ,  and  they  a l s o  f ind  th a t  they  m u s t  p ro v id e  t h e m s e lv e s  
w ith  the  r ig h t  s o r t  of s a l e s m e n  an d  d i s t r i b u t o r s ,  and  g ive  th e m  
the  r i ^ t  s o r t  of s e r v i c e .  A l l  th e s e  th in g s  g ive  a  c o m p an y  s o m e  
s o r t  of p o te  i t i a l ;  fa il in g  on any  of th e m  m e a n s  they  w i l l  no t be  
g e t t in g  a n  i n c r e a s e  in  s a l e s ,  and they  w i l l  a l s o  be  f a c e d ,  in  t h e i r  
h o m e  m a r k e t ,  w ith  i n c r e a s e d  c o m p e t i t io n  f r o m  E u r o p e .  
I m p r o v e m e n ts  in D is t r ib u t io n  M eth o d s  a n d  S e rv ic e  c o n se q u e n t  
upon  E n t r y  into the  E E C
T h e  c o m p an y  a n a ly s e d  the  m a r k e t  in  m u c h  m o r e  d e ta i l  th an  b e f o r e ,  
to f o r e c a s t  w hat they  sh o u ld  b e  p r o d u c in g ,  w h a t  c o m b in a t io n s  they  
shou ld  be  m ak in g ,  an d  the  v a r i a n t s  th a t  th e  E u r o p e a n  m a r k e t  
r e q u i r e s .  F o r  in s ta n c e ,  E u r o p e  g e n e r a l ly  r e q u i r e s  a d i f f e r e n t  
v o l ta g e  of m o to r ,  a n d  t h e r e f o r e  the co m p an y  in t r o d u c e d  s to ck in g  
of c e r t a i n  c o m b in a t io n s  fo r  th a t  m a r k e t  to  be  d ra w n  off f r o m  the  
UK. S om e of t h e s e  m o to r s  w il l  b e  d ra w n  off by t h e i r  UK s a l e s m e n  
s e l l in g  th e m  to f i r m s  to p u t  in to  e q u ip m e n t  b e in g  s e n t  to  E u r o p e .  
T h is  s to ck in g  r e d u c e s  le a d  t im e s ,  an d  the co m p an y  h a s  put so m e  
s to c k  in to  two or th re e  d i s t r ib u t io n  c e n t r e s  in  E u r o p e ,  a g a in  to  
r e d u c e  th e  le a d  t im e s .  T hey  t r a in e d  p e o p le  to u n d e r s t a n d  th e i r  
p r o d u c t s ,  and have  p ro d u c e d  m u l t i - la n g u a g e  b u l le t in s  c o v e r in g  
abou t e ig h t  la n g u ag e s .  T h e y  h av e  s e t  up a n  ex h ib i t io n  v e h ic le
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w hich  th ey  p u t  on the r o a d  fo r  ab o u t  s ix  m o n th s  o f  the y e a r ,  of 
w h ich  ab o u t  3 - 4  m o n th s  w ould  be  sp en t  on th e  c o n t in e n t .  A t the  
t im e  of the  in te rv ie w  th e  v e h ic le  w a s  in  F r a n c e  a n d  w ould  sp en d  
the fo l lo w in g  6 -8  w eeks  going th ro u g h  F r a n c e ,  going to I ta ly ,  
and  co m in g  b a c k  th ro u g h  G e rm a n y ,  to  the  UK. T hey  a s s i s t  
d i s t r i b u t o r s  w ith  the p r e p a r a t i o n  of d i r e c t  m a i l  c a m p a ig n s  in 
t h e i r  own la n g u a g e  w ith  a d d i t io n a l  l i t e r a t u r e .  T h ey  c h e c k  on 
p r i c in g  a t  r e g u l a r  i n t e r v a l s  to e s t a b l i s h  w h e th e r  they  a r e  o f fe r in g  
the  r i ^ t  p r i c e ,  o r  w h e th e r  i t  i s  too lo w  o r  too h igh, p a r t i c u l a r l y  
to m ak e  s u re  i t  i s  n o t  too  low  w ith  the  c u r r e n t  s ta t e  of the  pound . 
C h an g e s  in  P r o d u c t io n  M e th o d s  fo llow ing  E E C  E n t r y  
T h e  c o m p an y  h a s  p ro d u c t io n  l in e s  fo r  i ts  v o lu m e  p r o d u c t s ,  b o th  
in the fo u n d ry  and in  the a s s e m b ly  s h o p s ,  an d  they  a r e  c o n t in u a l ly  
s t r e a m l in in g  and  m o d e rn is in g  th e s e .  In  o r d e r  to  m e e t  th e  r e q u i r e ­
m e n ts  of the  E E C  m a r k e t  they  h av e  e x te n d e d  th e i r  p ro d u c t io n  l in e s ;  
they  m a d e  f a i r l y  m a jo r  c h a n g e s ,  n o t  e n t i r e ly  b e c a u s e  of the  E E C .  
T h ey  have  m a d e  th e m  l a r g e r ,  m o r e  c o m p le x ,  and  m o r e  e x p e n s iv e ,  
than  th ey  w ould  have  done if th ey  h ad  b e e n  c a te r in g  only fo r  th e  
UK m a r k e t .
R e g a r d in g  the  p ro d u c ts  t h e m s e lv e s ,  a  m a jo r  ch ange  c a m e  ab o u t 
b e c a u s e  of the  E E C  and  m e t r i c a t io n .  T he  co m p an y  h a s  ta k e n  i t s  
b a s ic  s ta n d a r d  r a n g e s  ( e . g .  B r i t i s h  S ta n d a rd  f la n g e s ,  a l th o u g h  
they  w e r e  n o t  r e a l l y  s t a n d a r i s e d  b e y o n d  th a t)  and  the  c o m p le te  
ra n g e  w a s  b u i l t  to m e t r i c  s t a n d a r d s  f o r  the  i n te r n a t io n a l  rra r k e t ,  
s p e c i f ic a l ly  fo r  the  E u r o p e a n  m a r k e t ,  w h ich  m e a n t  th a t  th e r e  was 
a p h a s e - o u t  p e r io d  in  the  UK of the  B r i t i s h  S ta n d a rd .  T h e y  a r e  
con tinu ing  to  m a k e  th e i r  o ld  p r o d u c t s ,  b u t  the  p r o d u c ts  th ey  m ak e  
now a r e  m o re  su ited  to the  E E C  th a n  they  a r e  t o  the  E E C  th an  
they  a r e  to the UK m a r k e t .
B e n e f i t s  fo llow ing  T a r i f f  R e d u c t io n
In a n s w e r in g  the  o r ig in a l  q u e s t i o n n a i r e ,  the  co m p an y  s ta t e d  th a t  
i t  e x p e c te d  b e n e f i ts  fo llow ing  t a r i f f  r e d u c t io n  to  am o u n t  to an
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i n c r e a s e  of 25% in  t h e i r  b u s i n e s s .  T h e y  now s ta t e  th a t  th e i r  
b u s i n e s s  in  the E E C  h a s  d oub led  in  the  p a s t  th r e e  y e a r s  s in ce  
E E C  e n t r y ,  b u t  th a t  the c o n t r ib u t io n  of t a r i f f  r e d u c t io n  to  th i s  
i n c r e a s e  w ou ld  be e x t r e m e l y  d if f icu l t  to  i s o la te  a s  a  fa c to r .  
In f la t io n  r a t e  h a s  b e e n  so  e n o r m o u s  th a t  w h a te v e r  h a d  h a p p e n e d  
w i th  the  t a r i f f ,  i t  w ould  h av e  had  to h a v e  b e en  v e r y  l a r g e  in  
the  f i r s t  p la c e  to have h a d  any e f fe c t .  In the  c o m p a n y 's  c a s e  the  
t a r i f f  w a s  only 4% o r 5%, in  s o m e  c a s e s  h ig h e r  d ep en d in g  on 
the  p r o d u c t .  H ad  in f la t io n  s tay ed  a t  a  f a i r l y  low le v e l ,  r e d u c t io n  
of t a r i f f s  w ould  h av e  b e e n  s ig n if ic an t;  to tak e  1975 w ith  i t s  
e x t r e m e l y  h ig h  in f la t io n  r a t e  and d e f la t io n  of th e  pound , the  p r i c e  
a d v a n ta g e  w ou ld  only  h av e  b e e n  1-2%, a s  the  n e t  e f fe c t ,  in E u r o p e .  
T h e  c o m p an y  i s  d o in g  s ig n i f ic a n t  b u s in e s s  in  th e  E E C  and d o e s  n o t  
th in k  th a t  i t  w ould  h av e  done q u i te  so  w e l l  i f  B r i t a i n  h ad  no t 
e n t e r e d .  T h e r e  h a s  b e e n  a te n d en c y  f o r  the  E E C  c o u n t r i e s  to 
ta k e  th e m  m o r e  s e r io u s ly ,  and  to  s ee  B r i t a i n  a s  p o s s ib ly  
r e s p o n s ib l e  s u p p l i e r s  s in c e  e n t r y .  Had B r i t a i n  s tay e d  ou t the  
c o m p an y  th in k s  th a t  th e r e  m ig h t  h av e  b e e n  a  c e r t a i n  a m o u n t  of 
b a c k la s h  r e a c t i o n .  T h ey  s t i l l  c o n s id e r  i t  a  v e r y  e x p e n s iv e  m a r k e t  
to  ge t in to ;  the r e w a r d s  a f t e r  s e v e r a l  y e a r s  would be g r e a t ,  b u t  
i t  m e a n s  sp en d in g  m o r e  th a n  ex p ec te d .  T h e y  f e e l  they  w ou ld  
p ro b a b ly  h av e  done a  l o t  b e t t e r ,  in  the s h o r t  t e r m ,  if  they  h a d  
p u t  t h e i r  e f f o r t s  in  the  l a s t  t h r e e  y e a r s  in to  the M idd le  and  F a r  
E a s t ;  they  w ou ld  h a v e  s p e n t  a lo t  l e s s  m o n ey , and  they  w ou ld  
h av e  go t a  g r e a t e r  r e t u r n .  O v e r  the  p e r io d  in  q u e s t io n  they  h a v e  
d o u b le d  t h e i r  b u s in e s s  w ith  the  M idd le  E a s t  e v e r y  y e a r ,  so  th ey  
a r e  now doing e igh t t im e s  w hat th ey  w e r e  doing  b e f o r e ;  w ith  the  
F a r  E a s t  th ey  have doub led  th e i r  b u s i n e s s ,  w ith  m u c h  l e s s  e f f o r t .  
T h is  h a s  b e e n  the p a t t e r n  of g ro w th  w ith in  the  co m p an y ,  b u t  th ey  
h av e  ex p en d e d  the m o n e y  w ith in  the E E C  w ith  a long  t e r m  v ie w .  
E f f e c t  on th e  C o m p a n y 's  A n t ic ip a te d  V o lu m e  of T r a d e  H ad  B r i t a i n  
n o t  E n t e r e d  the  E E C
T h e  c o m p an y  w ould  h a v e  e x p e c te d  i t s  v o lu m e  of t r a d e  to h av e  b e e n
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l o w e r ,  h a d  B r i t a i n  n o t  e n t e r e d  the  E E C .
C o m p a r i s o n  of D e v a lu a t io n  of the  P o u n d  w ith  E f f e c t  o f  O th e r  F a c t o r s  
T h e  c o m p an y  c o n s id e r s  th a t  d e v a lu a t io n  of the  pound  has  a f fe c te d  
i t  s ig n i f ic a n t ly ,  and  m uch  m o re  so th an  e l im in a t io n  o f  the  t a r i f f s ,  
b e c a u s e  it le d  a  m a jo r  f a l l  -o ff  - an  a v e r a g e  of a t  l e a s t  15% in  
the  l a s t  y e a r  w ith  m o s t  of the c o u n t r i e s  th ey  a r e  t r a d in g  w ith ,  a n d  
th i s  h a s  c o m p e n sa te d  fo r  the  h ig h  in f la t io n  r a t e .
I n c r e a s e  in C o m p e t i t io n  f r o m  E u r o p e a n  f i r m s  in  the  UK M a r k e t  
T h e  c o m p an y  r e p l i e d  in  the  o r ig in a l  q u e s t i o n n a i r e  th a t  they  did  
e x p e c t  an  l in e r  e a s e  in  c o m p e t i t io n  f r o m  f i r m s  e n te r in g  the  UK.
T h ey  now say  th a t  th e  s h a r e  of th e  m a r k e t  h e ld  by E u r o p e a n  
c o m p e t i to r s  h a s  i n c r e a s e d ;  the  m a r k e t  i s  l a r g e r ,  but the  
c o m p a n y ’s own m a r k e t  is r e d u c e d .  T h e r e  a r e  m a n y  m o r e  
E u r o p e a n  f i r m s  now in the UK m a r k e t ,  an d  th o se  h e r e  h av e  
g ra d u a l ly  i n c r e a s e d  th e i r  b u s i n e s s ,  th ey  had a l l  s t a r t e d  f r o m  a 
low p o in t .  T h e r e  w e re  n o t  m an y  E E C  p e o p le  in  th i s  c o u n try  p r i o r  
to B r i t a i n ' s  e n t r y ,  now th e r e  a r e  a n u m b e r  of new  c o m p e t i to r s  a l l  
w ith  a v e r y  s m a l l  s h a r e .  T he  c o m p an y  c o n s id e r s  th a t  p ro b a b ly  thp 
m a jo r  f a c t o r  in  t e m p t in g  th e  E E C  f i r m s  to  c o m e  to the  UK h a s  b e e n  
the low  la b o u r  r a t e .  T h e  E u r o p e a n  f i r m s  c a m e  to the UK to  in v e s t ;  
G ru n fo s s ,  the  D an ish  f i r m ,  m o v e d  a v e r y  l a r g e  p a r t  of t h e i r  
b u s in e s s  o v e r  h e re  b e c a u s e  o f  the  p r o b le m s  th ey  w e r e  h a v in g  in 
t h e i r  own c o u n t ry .  T he  co m p an y  h a s  m e t  t h i s  c o m p e t i t io n  p a r t l y  
by a d ju s t in g  p r i c e s ,  and p a r t l y  b y  a c c e p t in g  the  s i tu a t io n .  W h i ls t  
the  c o m p an y  d o e s  n o t  h av e  the  op tion  of a l l  b u s i n e s s ,  a n d  the  s m a l l  
n e w c o m e r s  g a in a  c e r t a in  n u m b e r  o f  c u s t o m e r s  an d  give th e m  
good s e r v i c e ,  it i s  e a s i e r  for th e s e  s m a l l  f i r m s  to give th is  s e r v i c e  
than  fo r  a l a r g e r  o p e ra t io n ,  and o u ts id e  f i r m s  co m e  in  a t  low  
p r i c e s  to c o r n e r  the  m a r k e t .  None of th e m  a r e  doing  v e r y  w e ll ,  
e x c e p t  fo r  one o r  two s p e c ia l i s e d  p e o p le .
C h an g es  i n  M a rk e t in g  M ethod  to tak e  a c c o u n t  of new  a r e a  c r e a t e d  
by E E C  e n t ry
T he  m a in  c h an g es  th e  co m p an y  ad o p ted  r e l a t e d  to r e v i s io n  of th e i r
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m e th o d  fo r  p i t t in g  t e c h n i c a l  in f o r m a t io n  to g e th e r ,  u s in g  m u l t i ­
l in g u a l  l i t e r a t u r e ,  and  the  e x h ib i t io n  v e h ic l e ,  s o m e  o v e r s e a s  
e x h ib i t in g ,  a d d i t io n a l  t r a in in g ,  m o r e  f le x ib i l i ty  in p r ic in g ,  m o r e  
m a r k e t  r e s e a r c h  into w h a t  r e a l l y  is  th e  s ta te  of the  m a r k e t ,  e tc .
N ew  P r o d u c t  to S a t is fy  E E C  M a r k e t
In the o r ig in a l  q u e s t io n n a i r e ,  the  c o m p a n y  h ad  s a id  th a t  i t  w ou ld  
no t  be ab le  to s e l l  t h e  s a m e  k in d  of p r o d u c t  in  the  ex ten d ed  
m a r k e t ,  and  th a t  it  in te n d e d  to  m e e t  the  new  c o n d it io n s  w ith  a 
c o m p le te ly  new p r o d u c t .  T he  co m p an y  now  c o n f i rm e d  th a t  i t  
c a r r i e d  ou t th i s  in te n t io n ,  and  w h i l s t  b e in g  u n ab le  to s e p a r a te  
fo r  the p u r p o s e s  of the  in te rv ie w ,  E E C  and  UK e f fe c t s ,  as  a 
f a i r ly  g e n e r a l i s e d  r e m a r k  th ey  s a id  th a t  in  t h e i r  e x p o r t  b u s i n e s s  
w ith  the  s ta n d a rd  ra n g e  they  h a d  b e f o r e ,  they  so ld  8% o v e r s e a s .  
W ith  the  new  r a n g e ,  w h ich  i s  now o v e r  h a l f  of the  b u s in e s s  th ey  
w e re  doing b e fo re ,  they  a r e  s e l l in g  o v e r  50% of i t  fo r  e x p o r t .
D i r e c t  In v e s tm e n t  in  E E C  C o u n tr ie s
In 1974 the com pany  had  s a id  th a t  it  h a d  no in te n t io n  to  m a k e  
d i r e c t  in v e s tm e n t  in E E C  c o u n t r i e s ;  i t  now  c o n f i rm e d  th a t  i t  
had  n o t  done so , and  th a t  th i s  a n s w e r  r e l a t e d  to  i t s  in te n t io n s  as 
a f a c to r y .  T he  g ro u p  h a s  m a d e  in v e s tm e n ts .
E c o n o m ie s  of S ca le
T he  co m p an y  had  e x p e c te d  to  b e n e f i t  f r o m  e c o n o m ie s  of s c a le  
and now c o n f i rm  th a t  they  have a l r e a d y  e x p e r i e n c e d  b e n e f i t s  in th is  
d i r e c t io n .  I t  h a s ,  fo r  in s ta n c e ,  e n a b le d  th e m  to buy n u m e r i c a l l y  
c o n t ro l le d  m a c h in e s  w h e re  th ey  would have  u s e d  l e s s  s o p h i s t i c a te d  
m a c h in e s .  T h e y  p la n n ed  to o b ta in  su ch  m a c h in e s  on the e x p e c ta t io n  
of an i n c r e a s e  in v o lu m e , and h av e  a c tu a l ly  got the  v o lu m e  th a t  w a s  
n e e d e d  to  u t i l i s e  th e m .  T h ey  d ec id ed  to  go fo r  a  l a r g e r  s h a r e  of the  
m a r k e t  and  e s t i m a t e d  th a t  a c e r t a i n  v o lu m e  at a  c e r t a in  p r i c e  w ould  
a llow  th e m  to go fo r  a  s o p h is t i c a te d  p ie c e  of m a c h in e r y .  H ad  they  
h a lv ed  the  v o lu m e  they  w ould p ro b a b ly  have  had  to a s k  fo r  l e s s  in 
the w ay  of m a c h in e r y .  T he  co m p an y  h a s  to  su b m it  v e r y  d e ta i le d  
p lann ing  fo r  any th ing  i t  w an t to  do, and  h a s  to  ju s t i fy  the r e t u r n
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o v e r  five  y e a r s ,  so  i f  they  w e r e  to a sk  f o r  s o m e th in g  s o p h is t i c a te d  
fo r  a  low r e t u r n  they  w ould  n o t  g e t  it, and  w o u ld  b e  to ld  to  cut down 
t h e i r  c a p i t a l  c o s t  to im p ro v e  r e t u r n .  In  th is  c a s e  they  h av e  b e e n  
a b le  to  ju s t i fy  it .
T h e y  c o n f i rm  th a t  they  have  e x p e r ie n c e d  the a n t ic ip a te d  lo n g e r  
p ro d u c t io n  r u n s ,  a t t r ib u ta b le  to i n c r e a s e d  v o lu m e ,  s a l e s ,  and  
e x p o r t s .  A g r e a t  d e a l  o f  t h e i r  p ro d u c t  is  p r i c e  o r ie n ta te d  on  v o lu m e ,  
r a t h e r  th an  i t s  con ten t:  to m ak e  an  i t e m  in f iv e s  i s  c h e a p e r  th an  
m a k in g  i t  in o n e s .
T h e y  have  a l s o  e x p e r i e n c e d  the  a n t ic ip a te d  a d v a n ta g e s  r e l a t e d  to  
b u lk  b u y in g .  T h e y  buy m o t o r s ,  c a s t in g s ,  and  o th e r  i t e m s  in b u lk .  
B e c a u s e  of the  i n c r e a s e d  v o lu m e  they  a r e  ab le  to b r in g  g r e a t e r  p r e s s u r e  
to b e a r  on t h e i r  s u p p l i e r s  to ge t  th e m  to h o ld  p r i c e s  down, o r  g ive  
th e m  lo w er  i n c r e a s e s ,  th a n  they  m ig h t  give to so m eb o d y  e l s e .
T h e y  have  e x p e r ie n c e d  the b e n e f i t s  of g r e a t e r  s p e c i a l i s a t i o n  o f  
la b o u r  w ith  m o r e  s k i l l s  a n d  have  go t r i d  of a  l o t  of o ld e r  m a c h in e s ,  
an d  p e r h a p s  h av e  fe w e r  p e o p le  u s in g  m o r e  s o p h is t i c a te d  m a c h in e s ,  
a ch ie v in g  g r e a t e r  p ro d u c t iv i ty .
T h ey  had  e x p e c te d  to  be a b le  to a c h ie v e  te c h n ic a l  e c o n o m ie s  b y  
l in k in g  to g e th e r  p r o c e s s e s  in  one p ro d u c t io n  u n it ,  and now  c o n f i r m  
th a t  th is  i s  an o n -go ing  p r o c e s s .  T h ey  a r e  in v e s t ig a t in g  in - d e ’p th  
g ro u p  tech n o lo g y  at the m o m e n t ,  b u t  th a t  is  f a i r ly  new . T h ey  h a v e  
a l r e a d y  s t r e a m l in e d  the o p e ra t io n s  and m a d e  th e m  m o r e  f lo w -  
l in e .  T hey  a r e  now  looking  a t  a m a jo r  e x te n s io n  of th is  and  ta lk in g  
a b o u t g ro u p  tech n o lo g y , w h ich  m e a n s  do ing  a l l  of a c e r t a i n  type 
of p r o c e s s  in  one a r e a ,  so th a t  w h e re  s o m e th in g  h a s  b e en  m a d e  w ith  
one o p e ra t io n  one w eek , and  a n o th e r  o p e ra t io n  a n o th e r ,  t h i s  is  
ch an g ed  to a  con tinu ing  f low  of one day, one h o u r ,  e tc .  th ro u g h  the  
m a c h in e  to o ls .
T h e  c o m p an y  h a s  e x p e r ie n c e d  im p r  cved le v e l s  of outpu t p e r  m a n  
(p ro d u c t io n  r a t i o ) .  T hey  a t t r i b u t e  th is  to d i f f e r e n t  p ro d u c t io n  
m e th o d s  and  s t r e a m l in in g ,  g e t t in g  r i d  of som e old p r o d u c ts  and  
in e f f ic ie n t  m e th o d s  of o p e ra t io n ,  an d  o th e r  f a c t o r s ,  to g e th e r  w ith  
the u s e  of m o r e  s o p h is t i c a te d  m a c h in e s .
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T h e  c o m p an y  h ad  e x p e c te d  to  b e n e f i t  f r o m  the  b e s t  a l lo c a t io n  
and u s e  of the  f a c to r s  o f  p ro d u c t io n ,  and  c o n f i r m  th a t  they  have  
done m o r e  p ro d u c t io n  p la n n in g ,  em p lo y ed  c o m p u te r s  m o re  in  
p r o d u c t io n  c o n t ro l ,  lo o k ed  a t  m o r e  d e ta i l e d  a s s e s s m e n t s  of w h e r e  
s to ck in g  le v e l s  shou ld  be  and  how th ey  sh o u ld  b e  a d ju s te d ,  looked  
a t  supply  m e th o d s  and  q u e s t io n e d  w h e th e r  s u p p l i e r s  w e r e  h o ld in g  
s to c k  r a t h e r  th an  th e m s e lv e s ,  and  a l s o  e x a m in e d  the  la b o u r  s id e .  
T h e y  have  looked  a t  each  f a c to r  of p r o d u c t io n  and  t r i e d  to im p r o v e  
i t .
A t t r a c t in g  and  E m p lo y in g  M a n a g e r ia l  S k il ls
T h e  co m p an y  s t a t e s  th a t  w h i l s t  t h e r e  h a s  b e e n  a chcinge in th is  
a r e a ,  the  change  is  m o r e  r e l a t e d  to t h e i r  b e in g  p a r t  of an  
i n te r n a t io n a l  g ro u p  and  o b ta in in g  th e  a d v a n ta g e s  of th e  know ledge  
of new m e th o d s  of m a n a g e m e n t ,  new  s ty l e s ,  the  m o r e  d y n a m ic  
A m e r i c a n  a p p ro a c h ,  s e e in g  w h a t  h a p p e n s  in v a r io u s  E u r o p e a n  
c o u n t r i e s ,  and  m o d ify ing  t h e i r  own w o r s t  f e a t u r e s  adop ting  the  
b e s t  of the  new  o n e s .
O b s t a c le s  to E n t r y
T h e  c o m p an y  c o n s id e r s  the m a n y  E u r o p e a n  la n g u a g e s  to be an  
o b s ta c le ,  m ak in g  i t  d if f icu l t  t o  p u t  a t e c h n ic a l  s u b je c t  a c r o s s .  
N a t io n a l i s t i c  fe e l in g  is  a l s o  a  b a r r i e r .  A n o th e r  i s  r e l a t i n g  the 
h igh  c o s t  of em p lo y in g  o v e r s e a s  peo p le  to th e  s a l a r y  le v e ls  in  the  
UK, and  t h e r e f o r e  g e tt in g  the r i g h t  p e o p le .
L e g is la t io n  h a s  n o t  r e a l l y  c r e a t e d  a p r o b le m ;  the  only t im e  i t  
does  is  w h e n  a d e p o s i t  s c h e m e  is  im p o s e d .  T he  I ta l ia n s  d id  
th is  s o m e  t im e  ago  and h av e  j u s t  done so ag a in ,  i t  m e a n s  th a t  
i m p o r t e r s  have  to d e p o s i t  50% of th e  v a lu e  o f  im p o r te d  p r o d u c t s ,  
c r e a t in g  a t e m p o r a r y  r e s t r i c t i o n .  Som e of the  p a p e r w o r k  i s  a 
p r o b le m .
T he  C o m p a n y 's  V iew  of the F u tu r e  in the  E E C  
T h e  co m p an y  s e e s  i t s e l f  do ing  a lo t  m o r e  b u s in e s s  and  d o e s  n o t  
c o n s id e r  th a t  i t  h a s  r e a l l y  m ad e  the m a j o r  b r e a k th r o u g h ,  w h ic h  i t  
f e e ls  w i l l  n o t be e a s y  and  w i l l  tak e  a n o th e r  five  y e a r s .  T h e y  f e e l  
th a t  i t  is  n o t  e a s y  to m ak e  su ch  a b r e a k th r o u g h  in  E u ro p e  u n le s s
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one i s  s e l l in g  s o p h is t i c a te d  t e c h n ic a l  p r o d u c t s ,  b u t  fo r  a 
co m p an y  s e l l in g  so m e th in g  th a t  the  E u r o p e a n  c o u n t r ie s  can  
m ak e  and  su pp ly  e a s i ly  t h e m s e lv e s ,  i t  w i l l  b e  a  long, h a r d  
s t ru g g le  - b u t  they  f e e l  i t  i s  going to b e  w o r th  it . I t  is  the  
only w ay  to ge t v o lu m e  up s ig n if ic a n t ly  in  te rm s  of u n i t s ,  
p r o f i t a b i l i ty ,  and  t u r n o v e r .  T h e y  can n o t  a f fo rd  to w r i te  off 
the  E E C  and hope to s u c c e e d  in the  M id d le  E a s t ,  o r  the  F a r  
E a s t ,  b e c a u s e  th a t  m a r k e t  cou ld  ju s t  go the  o th e r  w ay.
T h e y  need  a b a s e lo a d  in  i n d u s t r i a l i s e d ,  d ev e lo p e d  c o u n t r i e s .
A s s e s s m e n t  of the  q u e s t io n s  in  the  e l e m e n ta r y  q u e s t io n n a i r e :  
W hen  the  co m p an y  w a s  a s s e s s e d  on the  a n s w e r s  i t  gave to the  
e l e m e n ta r y  q u e s t io n n a i r e  in  1974, i t  in d ic a te d  th a t  a l l  a n s w e r s  
a r e  v e r y  m u c h  a s  o r ig in a l ly  in d ic a te d  a p a r t  f r o m  th e  
fo llow ing:
In 1974 w h en  the  c o m p an y  w as  a s k e d  a b o u t  i t ' s  e x p e c ta t io n  of 
the i n c r e a s e  in  i t ' s  s a l e s  v o lu m e  due to  the  g r a d u a l  e l im in a t io n  
of t a r i f f s ,  i t  in d ic a te d  th a t  i t  e x p ec ted  an  i n c r e a s e  of o v e r  25%
In 1976 w h e n  the co m p an y  w as a s s e s s e d  fo r  c l a r i f i c a t io n  and  
c o n c lu s io n s ,  i t  in d ic a te d  r e g a r d in g  th a t  po in t:
"T h e y  doub t if the e f f e c t  of t h e  t a r i f f  r e d u c t io n  has  i n c r e a s e d  
s a le s  v o lu m e  by  m o r e  th a n  5-10% , i t  m a y  h av e  b e e n  l e s s  th an  
th a t .  A m u c h  m o r e  s ig n i f ic a n t  e f fe c t  h a s  b e e n  the d e v a lu a t io n  of 
the £ " ,  and  th e r e f o r e  t h e i r  a n s w e r  to the q u e s t io n  of the e f f e c t  
of the  f lo a t in g  of the  £ on t h e i r  t r a d e  w ith  th e  E E C  c o u n t r i e s ,  
in  the e l e m e n ta r y  q u e s t io n n a i r e ,  w ould  be  ch an g ed  to  "T h e  
f lo a t in g  of the  £ p ro b a b ly  s ig n if ic a n t ly  a f fe c te d  th e i r  t r a d e  in 
c o u n te r - in f la t io n  t e r m s  r a t h e r  th an  m a r g in a l ly  a ffec t in g  i t  
a s  they  s ta t e d  b e f o r e . "
A d v a n tag e s  to the c o m p a n y  of B r i t a i n ' s  m e m b e r s h i p  of the E E C  : 
A s th ey  s ee  it , it  g ives  th e m  a c r e d ib i l i ty  w ith  th e i r  c u s t o m e r s  in 
E u r o p e .  T hey  would have  had  it ,  to a l e s s e r  e x ten t ,  if  th ey  h a d
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n o t p a r t i c i p a t e d .  A lthough  E u r o p e a n s  a r e  v e r y  n a t io n a l i s t i c ,  th ey  
a l s o  h av e  d e v e lo p e d  a p r o - E u r o p e a n  b i a s ,  so b e in g  a  m e m b e r  h e lp s .  
T h e  d is a d v a n ta g e s  to th e  c o m p a n y  of B r i t a i n ' s  a c c e s s  to  the  
C o m m o n  M a r k e t :
T h e  c o m p an y  d o e s  n o t  s e e  any  s ig n i f ic a n t  d i s a d v a n ta g e s  of B r i t a i n  
b e in g  a m e m b e r  of the  E E C ,  in h e r  (the  C om pany) c a s e .
P l a n s  the  c o m p a n y  m a d e  b e f o r e  the UK e n t r y  to  p e n e t r a t e  the 
E E C  m a r k e t :
T h e  co m p an y  in d ic a te s  th a t  th e s e  w e r e  s ig n i f ic a n t  in  th a t  th ey  
p ro d u c e d  r e d e s ig n e d  p r o d u c t  r a n g e s  s u i ta b le  f o r  the  m a r k e t ,  
p ro d u c e d  l i t e r a t u r e  in  m u l t ip le  l a n g u a g e s ,  r e s e a r c h e d  the  m a r k e t  
in  dep th , p ro d u c e d  a m o b ile  e x h ib i t io n  v e h ic le  fo r  to u r in g  o v e r ­
s e a s  m a r k e t s ,  a n d  i n c r e a s e d  th e i r  n u m b e r  of v i s i t s  to  the  m a r k e t s  
and  the  n u m b e r  of d i s c u s s io n  m e e t in g s  w ith  th e i r  o v e r s e a s  p e r s o n n e l ,  
and  a g e n ts ,  to  define the  r i g h t  a p p r o a c h .
In ad d it io n ,  t h r e e  lo cal w a r e h o u s e s ,  a n d  s e r v i c e s ,  w e r e  s e t  up  in  
F r a n c e ,  G e r m a n y  an d  I ta ly .  A d d i t io n a l  d i s t r i b u t o r s  w e r e  a l s o  
lo c a te d  an d  a c t iv a te d .
B a r r i e r s  to  p e n e t r a t e  the  E E C  M a r k e t  :
T h e  co m p an y  e x p la in e d  th a t  t h e i r  m a jo r  b a r r i e r  is  th a t  the  
m a jo r i t y  of th e i r  p ro d u c ts  a r e  p r o d u c e d  in  the  lo c a l  m a r k e t  and , 
w ith  low  p r i c e d  s ta in d a rd ise d  p ro d u c ts  of th is  ty p e ,  i t  i s  
d if f icu l t  to s e l l  in  v o lu m e ,  a n d  p r o f i t a b i l i ty ,  in the  w e l l  d e v e lo p ed  
c o u n t r i e s .  W h e re  th ey  h a v e  o f f e re d  m o r e  s o p h is t i c a te d  p r o d u c t s ,  
th is  p r o b le m  te n d s  to  d i s a p p e a r .  I t  is  l ik e ly  th a t  s o m e  jo in t  v e n tu r e  
a r r a n g e m e n t s  w i l l  h av e  to  be  m a d e  to im p ro v e  th is  s i tu a t io n .
N eed  to change  s t a n d a r d s  to  m e e t  the  r e q u i r e m e n t  of the  
E E C  M a r k e t :
T he  co m p an y  s e e s  th a t  the s t a n d a r d i s a t io n ,  w o r ld  w ide , of m e t r i c  
m e a s u r e m e n t s  c a u s e d  th e m  to  p ro d u c e  p r o d u c t  r a n g e s  s u i ta b le  fo r  
w o r ld  w id e  and E u r o p e a n  u s e .  T h e y  a d d ed  th a t  they  w ou ld  p ro b a b ly  
have  h ad  to do th i s  i r r e s p e c t i v e  of B r i t a i n ' s  e n t r y  to  the  E E C .  A t 
p r e s e n t ,  l e g i s la t i o n  w ith in  the  E E C  is  n o t  a t  a  s ig n i f ic a n t  l e v e l  to 
a f fe c t  t h e i r  e n t r y  in to  the  E E C  m a r k e t .  T h e y  f e e l  th e r e  i s  a
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long  w ay  to  go in  f u r t h e r  s t a n d a r d i s a t i o n .  A p a r t i c u l a r  p o in t  m a y  
be s t a n d a r d i s a t io n  of h e a l t h  and sa fe ty  a t  w o rk ,  an d  n o is e ,  
r e g u la t i o n s .
N eed  to b u i ld  up  m a r k e t in g  f a c i l i t i e s  in the  E E C :
T h e  only  e f fe c t  of th is  h a s  b e e n  to  c a u s e  r e s t r u c t u r i n g  o f  the  
c o m p a n y 's  o v e r s e a s  s e l l in g  o rg a n i s a t i o n .  T h ey  h a v e ,  h o w e v e r ,  
had  to in te n s i fy  th e i r  b a c k - u p  m a r k e t in g  to  o v e r s e a s  t e r r i t o r i e s ,  
and  p a r t i c u l a r l y  the  E E C .
R e s t r u c t u r i n g  of o rg a n is a t io n :
T h e  c o m p a n y 's  n e e d  to r e s t r u c t u r e  t h e i r  o rg a n is a t io n  a f t e r  B r i t a i n ' s  
e n t ry  to the E E C  h a s  b e e n  done to a  l im i t e d  e x te n t .  T h e y  w o u ld  f e e l  
th a t  the  b a s i c  s t r u c t u r e  th ey  in t r o d u c e d  s o m e  t h r e e  y e a r s  ago , b e f o r e  
jo in in g  the  E E C ,  in d ic a te d  by  an in te r n a t io n a l  o r g a n i s a t io n  in ten d in g  
to s e l l  a  s ig n if ic a n t ly  h ig h  n u m b e r  of p r o d u c t s  o v e r s e a s ,  w o u ld  
n e e d  only  m a r g i n a l  c h a n g e s  a f t e r  e n t r y .
B e n e f i t s  the co m p an y  o b ta in e d  f r o m  th e  E E C  s p e c ia l  t e r m s  of 
t r a d e  w ith  o th e r  c o u n t r i e s  in the ROW :
T h e  c o m p an y  h a s  d if f icu l ty  in  d i f f e r e n t ia t in g  b e tw ee n  th e se  b e n e f i t s  and 
th o s e  of hav ing  a s s o c i a t e d  c o m p a n ie s  in  the  lo c a l  m a r k e t p l a c e .
E f fe c t  of the  p e r f o r m a n c e  of th e  B r i t i s h  e co n o m y  1973-1975  on the  
c o m p a n y 's  e x p o r t s  to the  E E C  :
I q uo te  the  e x ec u t iv e  I in te r v ie w e d  r e g a r d in g  th a t  po in t:
" I  would  s ay  th e s e  have  b e e n  s ig n if ic a n t ,  in  th a t  in  1975 and  e a r ly  
1976 w hen  the  use  of i n d u s t r i a l  p r o d u c ts  in  the  U .K . was a t  i t s  
lo w e s t  l e v e l  s in ce  th e  l a s t  w a r ,  m o s t  c o m p a n ie s  have  gone look ing  
for e x p o r t  b u s in e s s ,  m o s t  p a r t i c u l a r l y  in  the  M iddle  E a s t ,  b u t  a l s o  
to a l a r g e  e x te n t  in  the  E E C , to m a in ta in  th e i r  f a c to ry  p r o d u c t i o n . "
T h e  e f fe c t  of the  d e v a lu a t io n  of the  £ w a s  s ig n i f ic a n t  as the 
co m p an y  in d ic a te d  b e f o r e ,  a n d  they  ad d ed  th a t  i t  i s "  p ro b a b ly  the
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only r e a s o n  why w e h a v e  b e e n  ab le  to im p r o v e  the s i tu a t io n
d e s p i t e  the  quite  c o n s id e r a b le  in f la t io n  in  c a p i t a l  goods p r o d u c t s .  "
How the com pany  s e e s  i t s  fu tu re  in  the  E E C  M a rk e t :
T h e  C o m p a n y  s ta t e d  th a t  they  a r e  in  the  C o m m o n  M a r k e t  to s ta y ,  
i r r e s p e c t i v e  of B r i t a i n ' s  f u tu r e  p a r t i c ip a t i o n .  T h e y  ad d ed  th a t  
a s  f a r  a s  th e i r  p ro d u c ts  a r e  c o n c e rn e d ,  i t  is  an  e x t r e m e l y  d i f f i ­
c u l t  m a r k e t  to b r e a k  in to , and th ey  m u s t  t ry  so m e  d i f f e r e n t  
m e th o d s  to f u r th e r  t h e i r  p e n e t r a t i o n  in to  the m a r k e t .
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M a r s  C o n f e c t io n a r y  D iv is io n  of MARS L IM IT E D  
BACKGROUND
(a) T h e  C o m p an y
M a r s  L i m i t e d  w as fo u n d ed  a s  a  p r i v a t e  c o m p a n y  in 1932 by 
F o r r e s t  E  M a r s  who c a m e  to E n g la n d  in  th a t  y e a r ,  f r o m  th e  
USA, w h e r e  h i s  f a th e r  h a d  e s t a b l i s h e d  a f l o u r i s h in g  c o n f e c t io n a r y  
b u s i n e s s .
He s t a r t e d  in  a  s m a l l  w ay  in S lo u g h , an d  g r a d u a l ly  e x p a n d e d ,  
b a s in g  h i s  in i t i a l  m a r k e t in g  e f f o r t  on the M a r s  B a r ,  w h ich  w a s  
fo l lo w ed  by  M a l t e  s e r s  a n d  M ilky  W ay .
D u r in g  the  w a r  th e  b u s i n e s s  w a s  c a r r i e d  on, an d  p ro d u c t io n  
m a in ta in e d ,  l a r g e l y  for the  A r m e d  F o r c e s .  The en d  of the  
w a r  gave th e  s ig n a l  fo r  the  r a p id  e x p a n s io n  and  g ro w th  of M a r s  
L t d . ,  w h ic h  w a s  f u r t h e r  a c c e l e r a t e d  b y  th e  d e r a t io n in g  of c o n ­
f e c t io n e r y ,  the  a b o l i t io n  of r e t a i l  p r i c e  m a i n t e n a n c e ,  an d  the  
f a c t  th a t  the  B r i t i s h  c o n su m e  m o r e  c o n f e c t io n e r y  p e r  h e a d  th a n  
any o th e r  n a t io n .
T h ey  have  now  g ro w n  to b e c o m e  the t h i r d  l a r g e s t  c o n f e c t io n a r y  
m a n u f a c t u r e r s  in  the  U n i te d  K in g d o m .
T h ey  b e l ie v e  i t  is  the  p e o p le  in  t h e i r  o r g a n i s a t i o n  who, th r o u g h  
p r e d ic t i o n  an d  r e a c t i o n  to th e i r  ch an g in g  m a r k e t  s i tu a t io n ,  h a v e  
e n s u r e d  the a c h ie v e m e n t  o f  t h e i r  g ro w th  t a r g e t ,  w h ic h  is  s e t  
a t  a  m in im u m  of 10% p e r  a n n u m .
(b) T h e  G roup
Since  1946 t h e i r  o th e r  b u s i n e s s  i n t e r e s t s  h av e  d e v e lo p e d  r a p id ly  
and M a r s  L i m i te d  i s  n o w  p a r t  of an  in t e r n a t io n a l  g ro u p  of c o m p a n i e s ,  
the p a r e n t  C o m p a n y  of w h ic h  is M a r s  I n c o r p o r a t e d .  T h e i r  
a s s o c i a t e d  C o m p a n ie s  in c lu d e :
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(b) (i) C o n f e c t io n e r y
U .S .A .
M & M / M a r s  
Ha c k e t t s  town 
C h ic a g o  and 
E l i z a b e  th tow n
U .K .
M a r s
C onf e c t io n e r y  
S lough
(b) (ii) P e t  I n d u s t ry  
U . S . A .  U .K .
K A L KAN FO O D S P E D IG R E E  
INC. P e t f o o d s  L td .
L o s  A n g e le s  M e l to n
M o w b ra y .
E U R O P E
M a r s  C ho c o la  de 
F a b r i e k  B . V.
V e g h e l ,  H o llan d
E u r o p e A u s t r a l i a
E F F E M  G m b H  U n c le  B e n 's  of 
V e r den , A u s t r a l i a  P t y . ,
G e r m a n y .  L t d .
P U P P Y  P A L A C E
E N T E R P R IS E S
INC.
( P e d i g r e e  D ogs)  
P h i l a d e lp h ia
T H O M A S'S
L T D .
H a l i f a x .
(b) (iii) O th e r  A c t iv i t i e s
U. S. A .
U N C L E B E N 'S  
INC.
(R ice  P r o d u c t s )  
H o u s to n ,  T e x a s .
UNISABI S .A .  
S tr  a s b o u r g ,  
F r a n c e .
U .K .
FO U R  SQUARE 
C A T E R IN G  AND 
V EN D IN G
( I n d u s t r i a l  C a t e r i n g  
an d  V end ing  ) 
S lo u g h .
A u s t r a l i a
M A ST E R  FOODS O F  
A U S T R A L IA  P T Y .  
L T D .
( G r o c e r y  P r o d u c t s )  
M a t r a v i l l e ,
S ydney .
M & M /M A R S  
(P e a n u t  P r o c e s s i n g  
D iv is ion )
A lb an y , G e o rg ia
DORNAY FOODS 
( G r o c e r y  P r o d u c t s )
K in g 's  L y n n
M ARS MONEY SYSTEMS 
( E le c t r o n i c  C o in  M e c h a n is m s )  
S lo u th .
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(c) T h e  P r o d u c t s
F r o m  the  1930s  t h e i r  r a n g e  o f  p r o d u c t s  h a s  b e e n  g r e a t l y  e x te n d e d  
and  now  in c lu d e s :  M a r s ,  B o u n ty ,  M ilk y  W a y ,  G a lax y ,  M a l t e s e r s ,  
T r e e t s ,  T o p ic ,  T w i x ,  T B a r ,  S p a n g le s ,  O p a l s ,  T u n e s ,  R e v e l s ,  
R ip p le ,  C o u n te r s ,  G le e s  a n d  M a r a th o n .
(d) M a r s  O r g a n i s a t i o n a l  S t r u c t u r e  
M a r s  i s  in f ive  d iv is io n s :
M a n u f a c tu r in g  and  .E n g in e e r in g :  r e s p o n s i b l e  f o r  the  m a n u f a c tu r e  
of the p r o d u c t s ,  a n d  the  d e v e lo p m e n t ,  an d  m a in te n a n c e ,  of p la n t  
on w h ic h  th ey  a r e  m a d e .
M a r k e t in g :  r e s p o n s ib le  fo r  a l l  s a l e s  a c t i v i t i e s ,  w ith  s p e c i a l  
r e f e r e n c e  to  d i s p la y  and  p r o d u c t  a v a i l a b i l i t y .
F in a n c e  and I n f o rm a t io n :  r e s p o n s i b l e  f o r  f in a n c ia l  c o n t r o l s ,  
p la n n in g ,  p a y r o l l ,  o r g a n i s a t i o n ,  a n d  m e th o d s .
A d m in i s t r a t i o n  an d  P e r s o n n e l :  r e s p o n s i b l e  fo r  a l l  p e r s o n n e l  
a c t i v i t i e s ,  s u c h  a s  r e c r u i t m e n t  an d  t r a in in g .
S u p p lie s :  r e s p o n s i b l e  f o r  a l l  p u r c h a s e s ,  in c lu d in g  ra w  m a t e r i a l s ,  
p a c k a g in g  an d  m a c h i n e r y .
(e) H i'Storicial B ac k g ro u n d
An A m e r i c a n ,  F o r r e s t  M a r s ,  c a m e  to  the  UK f r o m  the 
U n ited  S ta te s ,  w h e re  h i s  f a t h e r  w a s  a l r e a d y  a m a n u f a c t u r e r  of 
c o n fe c t io n e ry ,  and , w ith  a l i m i t e d  a m o u n t  of c a p i t a l ,  e s t a b l i s h e d  
the c o m p a n y  a t  S lough, w i th  the  o r ig in a l  M a r s  b a r  n a m e d  a f t e r  
h im s e l f ,  a n d  d e v e lo p e d  the w h o le  o p e r a t io n  f r o m  t h e r e .  He w a s  
v e r y  s u c c e s s f u l  w ith  the  d e v e lo p m e n t  of the  M a r s  b a r ,  a n d  the  
e a r l i e r  p r o d u c t s ,  l ik e  M ilk y  W ay , an d  m a n a g e d  to m a in ta in  th e  
b u s in e s s  s u c c e s s f u l l y  th r o u g h o u t  th e  W a r  p e r i o d .  H aving  a f i r m  
fo u n d a tio n  in  th e  c o n f e c t io n e r y  b u s i n e s s ,  he d iv e r s i f i e d  in to  o th e r
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a r e a s ,  p a r t i c u l a r l y  p e t fo o d ,  an d  w a s  a b le  to e s t a b l i s h  f r o m  
s c r a t c h  a v e r y  s u c c e s s f u l  p e tfo o d  o p e r a t io n  in S lo u g h , T h i s  
h a s  now t r a n s f e r r e d  to M e l to n  M o w b ra y ,  and a c t s  as  an 
a u to n o m o u s  u n i t  w ith in  the g r o u p .  So h e  s p l i t  th e  b u s i n e s s  
in to  t h e s e  two m a in  a r m s  - c o n fe c t io n e ry  on one  h a n d  an d  
p e tfo o d s  on the  o th e r .  H is  o p e r a t io n a l  s ty le  a n d  m e th o d s  h a v e  
b e e n  so  s u c c e s s f u l  th a t  M a r s  is  now an  in t e r n a t io n a l  c o r p o r a ­
t i o n ,  w ith  m a j o r  m a n u fa c tu r in g  u n i ts  in  c o n t in e n ta l  E u r o p e , the  
UK, USA a n d  A u s t r a l i a ,  T h e  i n t e r n a t io n a l  t u r n o v e r  i s  in  e x c e s s  
of 1-| b i l l io n  d o l l a r s  and i t  i s  s t i l l  a  p r i v a t e l y  ow ned  c o m p a n y ,  
one of th e  l a r g e s t  in the w o r ld .  T h e  in t e r n a t io n a l  h e a d q u a r t e r s  
w a s  t r a n s f e r r e d  to  the  U n ite d  S ta te s ,  w h ic h  is  th e  h o m e  a r e a .  
T h e  m a n  w ho fo u n d ed  the  b u s i n e s s ,  F o r r e s t  M a r s  S r . , h a s  now  
r e t i r e d  a n d  h a s  h a n d e d  o v e r  the  b u s i n e s s  to h is  tw o  so n s  an d  
h is  s o n - in - l a w  ; b e tw e e n  th e m  th ey  r u n  the  w h o le  i n t e r n a t io n a l  
b u s i n e s s  •
T h e  G ro u p  M a n u f a c tu r in g  U n i ts  in  D e ta i l
T h e  n u m b e r  of p ro d u c t iv e  u n i t s : - in  the  UK th e r e  a r e  p ro d u c t iv e  
u n i t s  fo r  c o n fe c t io n e ry ,  p e t fo o d  p r o d u c t s ,  an d  p e t  a c c e s s o r y  
p r o d u c t s ;  t h e r e  i s  a  v en d in g  s u b s id i a r y  c a l l e d  V e n d a p a c ,  an  
i n d u s t r i a l  c a t e r i n g  s u b s i d i a r y  c a l l e d  F o u r  S q u a r e ,  an d  a p o ta to  
p r o d u c t s  p r o c e s s i n g  c o m p a n y  c a l l e d  D o r  la y  F o o d s ,  a t  K in g s  
L y n n ,  T h e r e  a r e  c o n fe c t io n e ry  u n i t s  in  c o n t in e n ta l  E u r o p e : - 
in  H o llan d , and  in  F rance:; t h e r e  i s  no  m a n u fa c tu re  in 
G e r m a n y .  T h e r  e is  c o n f e c t io n e r y  m a n u f a c tu r in g  in  the U n i te d  
S ta te s .  T h e r e  is  no c o n f e c t io n e r y  m a n u f a c tu r e d  e l s e w h e r e  in 
the  w o r ld .  P e t f o o d  is  m a n u f a c tu r e d  in  G e r m a n y ,  F r a n c e ,  UK, 
A u s t r a l i a  a n d  th e  S t a t e s .  T h e r e  is  r i c e  m a n u f a c tu r in g  in  th e  
U n ited  S ta te s  an d  G e r m a n y ;  p e t  a c c e s s o r y  m a n u f a c tu r e  in  the  
UK and  the  U nited  S t a t e s .  T h e r e  is  a s m a l l  e l e c t r o n i c s  v e n t u r e ,  
in  w ha t i s  c a l l e d ,  m o n e y  s y s t e m s ;  b a s i c a l l y  co in  
cou n tin g  d e v ic e s ;  of w h ich  t h e r e  a r e  v e r y  s m a l l  m a n u f a c tu r in g
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u n i t s  in the  S ta te s  an d  the  UK, T h e r e  i s  a d e l i c a t e s s e n  m a n u ­
f a c tu r in g  o p e r a t io n  i n  A u s t r a l i a .  P o ta to  p r o d u c t s  p r o c e s s i n g  i s  
done s o le ly  in  the UK.
M a r s '  A f f i l i a t e d  C o m p a n ie s '  R e l a t i o n s h ip ;  a n d  th e  R e l a t io n s h ip  
b e tw e e n  the A f f i l i a t e d  C o m p a n ie s  a n d  th e  G ro u p .
T h e  M a r s  G ro u p  h a s  a  v e r y  s m a l l  i n t e r n a t i o n a l  s ta f f  w h ich  la y s  
down a  n u m b e r  of p o l ic y  g u id e l in e s ,  p a r t i c u l a r l y  f in a n c ia l  c r i t e r i a ;
T h e n  w ith in  e a c h  c o u n try  the  o p e ra t in g  u n i t s  h a v e  a h ig h  d e g r e e  of 
au to n o m y  an d  r e s p o n s i b i l i t y  w i th in  t h e i r  own a r e a s .  In  v i s i t i n g  th e  
M a r s  G r o u p s  one w ou ld  b e  a b le  to  s e e  a  v e r y  g r e a t  s i m i l a r i t y  of 
s ty le  of o p e r a t io n  b e tw e e n  the  g r o u p s ,  in  i t s  m a n a g e m e n t  c h a r a c t e r i s t i c s ,  
the  u s e  of o pen  p la n  o f f ic e s ,  a n d  th e  e q u a l i ty  of t r e a t m e n t  of s ta f f  in 
the  f a c i l i t i e s  an d  b e n e f i t s  w h ic h  th ey  e n jo y .  The only  d i s t in g u i s h in g  
c h a r a c t e r i s t i c  b e tw e e n  the s ta f f  is th e  a m o u n t  th e y  g e t  p a id ;  e v e r y ­
th ing  e l s e  i s  s i m i l a r  -  th ey  a l l  c lo c k  in  a n d  c lo c k  out; in c lu d in g  
the  m a n a g in g  d i r e c t o r s ;  t h e r e  is  a  c o m m o n  c a n te e n ,  c o m m o n  
to i le t  f a c i l i t i e s ,  the  s a m e  n u m b e r  of w e e k s '  h o l id a y  p e r  y e a r .  In 
a l l  th e s e  r e s p e c t s  t h e r e  is  a  v e r y  s t r o n g  e g a l i t a r i a n  s ty le  of 
m a n a g e m e n t .
T h e  R e l a t i o n s h ip  b e tw e e n  th e  UK C o m p a n y  an d  i t s  A f f i l i a t e s  in  
the  E E C  C o u n t r i e s .
If w e ta k e ,  for e x a m p l e ,  a c o m p a r i s o n  b e tw e e n  M a r s  UK, V e g h e l ,  
th e i r  D u tch  c o n f e c t io n e r y  m a n u f a c tu r in g  u n i t ,  an d  the  F r e n c h  
c o n fe c t io n e ry  m a n u f a c tu r in g  u n i t .  T h e  F r e n c h  an d  D u tc h  m a n u f a c t u r ­
ing  u n i t s  o p e r a te  v e r y  m u c h  m o r e  c lo s e ly  to g e th e r  th a n  the UK 
d o es  w ith  e i t h e r  of th e m ,  b e c a u s e  th e y  s e r v e  c o m m o n  m a r k e t s .
In o th e r  w o r d s ,  t h e r e  i s  a  s e t  of c o u n t r i e s  w h ic h  th e  two c o n t in e n ta l  
f a c t o r i e s  su p p ly ,  and  th e  UK has  a  q u ite  s e p a r a t e  s e t  of c o u n t r i e s  
w h ich  i s  su p p l ie d  w ith  c o n f e c t io n e r y .  T h e  UK h a s  an e x p o r t  
r e s p o n s i b i l i t y  o u ts id e  the  E E C  - t h e r e  a r e  m a r k e t in g  u n i t s  in  
p r a c t i c a l l y  e v e ry  m a jo r  W e s t e r n  an d  A s ia t ic  c o u n t ry .
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T h e  E f f e c t  of B r i t a i n ' s  E n t r y  in to  th e  E E C  on  the  R e l a t i o n s h ip  
b e tw e e n  the A f f i l i a t e d  C o m p a n ie s  in  th e  E E C  C o u n t r i e s
T h e r e  h a v e  b e e n  v i r t u a l l y  no c h a n g e s ,  e x c e p t  in t e r m s  of the
c o u n t r i e s  w h ic h  a r e  su p p l ie d .
T h e r e  h a s  b e e n  a v e r y  low  i m p a c t  in  t e r m s  of h a r m o n i s a t io n ,  
b e c a u s e  d if fe ren t  c o u n t r ie s  a r e  s e r v e d  a n d  s l ig h t ly  d i f f e r e n t  
p r o d u c t s  a r e  m a n u f a c tu r e d .  T h e r e  is  no  h a r m o n i s e d  ra n g e  of 
p r o d u c t s ;  w h a t  h a r m o n i s a t i o n  t h e r e  i s  h a s  l a r g e l y  b e e n  b r o u g h t  
a b o u t  by  the  h e a v y  b r a n d in g  o f  l i n e s ,  a n d  the  f a c t  th a t  s u c c e s s f u l  
c o n f e c t io n e r y  p r o d u c t s  in one  c o u n t ry  can  u s u a l ly  be m ad e  
s u c c e s s f u l  in  a n o th e r .  A s  the UK w a s  the o r ig i n a l  c o n f e c t io n e r y  
u n i t  the  D u tch  co m p an y  h a s  te n d e d  to  ta k e  s u c c e s s f u l  p r o d u c t s  
f r o m  the UK an d  m a k e  s i m i l a r  p r o d u c t s  in  c o n t in e n ta l  E u r o p e ,  
so the  a c tu a l  b r a n d s  a r e  c o m m o n .  C o n t in e n ta l  E u r o p e  h a s  n o t  
y e t  a s  w id e  a  r a n g e  of p r o d u c t s  a s  the  UK, b e c a u s e  th ey  a r e  a  
n e w e r  u n i t ;  b u t  th e  d i f f i c u l t i e s  o f  p ro v id in g  w r a p p e r s  w i th  a l l  
the  d i f f e r e n t  l a n g u a g e s ,  a n d  so  on , m e a n s  th a t  t h e r e  c a n n o t  b e  
c o m p le te  h a r m o n i s a t i o n .  T h e r e  a r e  s u b t le  d i f f e r e n c e s  in  
p e o p le 's  t a s t e s  b e tw e e n  o n e  c o u n t ry  a n d  a n o th e r ,  w h ic h  th ey  
t r y  to s a t i s f y  to  s o m e  e x te n t .  M o re  h a r m o n i s a t i o n  i s  b e in g  
b ro u g h t  a b o u t  by  the  E E C  r u l e s ,  the  d i r e c t i v e s ,  in t ro d u c in g  
h a r m o n i s a t i o n  in to  th in g s  l ik e  p a c k a g in g  d e s ig n ,  a n d  i n f o r m a t i o n  
th a t  is  c o n v e y e d  to  the  c o n s u m e r s .
It h a s  b e c o m e  s l ig h tly  e a s i e r  to t r a n s f e r  p r o d u c ts  f r o m  the  UK 
to H o llan d , an d  v ic e  v e r s a ,  b e c a u s e  of t h e  b re a k d o w n  of the  
t a r i f f  b a r r i e r .  T h a t  is  a n  im p o r t a n t  f a c t o r  and  m e a n s  th a t ,  fo r  
e x a m p le ,  w h en  the  UK c o m p a n y  r u n s  in to  s i tu a t io n s  of c a p a c i ty  
s h o r t a g e ,  th e y  a r e  ab le  to  ta k e  s o m e  f r o m  H o l la n d ,  b u t  it i s  
s t i l l  a  r e l a t i v e l y  low  s c a le  of a c t iv i ty .
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T h e  E f f e c t s  of the  E l im in a t io n  of T a r i f f s  on the C o m p a n y 's  T r a d e  
T h i s  h a s  h a d  to  d a te  a  r e l a t i v e l y  s m a l l  im p a c t ,  a s  a l l  i t  h a s  e n a b le d  
M a r s  to do is  s a t i s f y  d e m a n d  a t  t im e s  w hen  th ey  w o u ld  n o t  have  b e e n  
a b le  to  d o  s o  f r o m  th e i r  own p r o d u c t io n  f a c i l i t i e s ;  w h en  th e r e  h a s  
b e e n ,  fo r  e x a m p le ,  a  su d d en  in c r e a s e  in  d e m a n d  and  th ey  h a v e  n o t  
go t th e  e q u ip m e n t  to m e e t  it, o r  h a v e  n o t  got th e  p e o p le  to m a n  th a t  
e q u ip m e n t .  T h is  i s  s t i l l  a  s m a l l  p r o p o r t i o n  of t h e i r  b u s i n e s s .
So the  e l im in a t io n  of t a r i f f s  h e lp s  the  m o v e m e n t  of goods  w hen  
c a p a c i ty  i s  u n d e r  s t r a i n ,  b u t  the c o m p a n y  s a id  th a t  th e y  c a n n o t  
g u a r a n te e  t h i s ,  b e c a u s e  th e y  c an n o t g u a r a n te e  th a t  t h e i r  a f f i l i a t e s  
in  the E E C  w i l l  n o t  b e  in  the  s a m e  p o s i t io n ,  a t  the s a m e  t i m e .  
H o w e v e r ,  i t  h a s  b e c o m e  e a s i e r  to  do, I t  i s  s t i l l  n o t  n e c e s s a r i l y  
the  p r e f e r r e d  th in g  to  do , on a l a r g e  s c a l e ,  b e c a u s e  of the  e x t r a  
c o s t s  th a t  a r e  in t r o d u c e d  - f r e i g h t  c o s t s ,  f o r  e x a m p le  - so  i t  
i s  a  r e s e r v e  f a c i l i ty  w h ic h  h e lp s  r e d u c e  the  r i s k s  in t h e i r  b u s i n e s s .
So , o th e r  f a c t o r s  b e in g  e q u a l ,  b e in g  in  th e  E E C  m e a n s  f a c i l i t i e s  
fo r  th e  c o m p a n y  and  i t s  a f f i l i a t e s  to  e x c h a n g e  goods  i f  an d  w h e n  
the n e e d  a r i s e s .  H o w e v e r ,  one sh o u ld  n o t  u n d e r e s t i m a t e  t h e  
o th e r  f a c t o r s  w h ic h  c o m e  in to  i t .
C a p a c i ty  in  U s e
A s a c o m p a n y  th ey  h a v e  a  v e r y  c o n s id e r a b le  e m p h a s i s  in t e r m s  
of ru n n in g  a t  a v e r y  h ig h  r e t u r n  on a s s e t s .  T h i s  n e c e s s a r i l y  m e a n s  
th a t  th ey  do ten d  to  r u n  t h e i r  e q u ip m e n t  in to  the g ro u n d ,  th a t  th e y  
m a k e  the m a x im u m  p o s  sib  le u s e  of e v e r y  p ie c e  of e q u ip m e n t  th e y  
h a v e .  T h e y  h a v e  a s e v e n  day  w eek , 2 4 -hour, s h i f t  s y s t e m  w h ic h  
h e lp s  th e m  in th i s  r e s p e c t  an d  th ey  b u i ld  l in e s  w h ic h  they  esq jec t 
to be a b le  to  r u n  c lo s e  to  c a p a c i ty  f o r  m o s t  of th e  t im e .  O b v io u s ly  
t h e r e  a r e  s e a s o n a l  v a r i a t i o n s  in  d e m a n d  w h ic h  th ey  h av e  to  b u i ld  
in e x c e s s  c a p a c i ty  to  be  a b le  to m e e t ,  so  i t  d e p e n d s  w h ic h  p a r t  of 
the y e a r  i s  b e ing  c o n s id e r e d .  T h e y  w o u ld  n o t ,  in  g e n e r a l ,  b u i ld  in  
v e r y  m u c h  e x c e s s  c a p a c i ty .
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M a r k e t in g  A r e a s
W ho s e t  up the e x p o r t  a r e a s  i n  the  f i r s t  p l a c e  i s  d i f f ic u l t  to  d e f in e ,  
b u t  e s s e n t i a l l y  i t  b o i ls  dow n to  the  M a r s  f a m i ly .  T h e  UK p la n t  is  
n o t  r e s p o n s i b l e  f o r  su p p ly in g  any  c o u n t r i e s  in  the  E E C  o th e r  
th a n  I r e l a n d .  B e in g  the  o r i g i n a l  c o n fe c t io n e ry  u n i t  in  E u r o p e ,  
th e y  w e r e  r e s p o n s i b l e  i n i t i a l l y  f o r  s u p p ly in g  the  c o u n t r i e s  w h ic h  
f o r m e d  the  E E C  g ro u p in g ,  th e y  so ld  to  H o lla n d  p r i m a r i l y ,  and 
to B e lg iu m ,  a n d  a s m a l l  a m o u n t  to G e rm a n y  a n d  F r a n c e ,  b e f o r e  
the  D u tc h  f a c t o r y  w a s  b u i l t .  UK p la n t  h e lp e d  b u i ld  the  D u tch  
f a c t o r y ,  an d  h e lp e d  b u i ld  u p  t h e i r  i n i t i a l  m a r k e t s ,  by  su p p ly in g  
th e m  w ith  g o o d s  f o r  w h ich  th e y  d id  no t h a v e  su f f ic ie n t  c a p a c i ty .  
A f t e r  th a t  th e  D u tch  f a c t o r y  w a s  m o r e  o r  l e s s  g iv e n  e x c lu s iv e  
a u th o r i t y  o v e r  the  s a le  of th e  g ro u p  p r o d u c t s  in  F r a n c e ,  G e r m a n y ,  
an d  th e  B e n e lu x  c o u n t r i e s ,  a l th o u g h  th e  UK p la n t  r e t a i n e d  r e s p o n ­
s ib i l i ty  f o r  m a r k e t i n g  t o  th e  o ld  E F T A  c o u n t r i e s .  S ince  th a t  
t im e  -  w h ic h  m u s t  h a v e  b e e n  the m i d - 60s - t h e r e  h a s  b e e n  b u i l t  
up a s e p a r a t e  E F T A  m a r k e t i n g  u n i t  w h ic h  i s  a n o th e r  a u to n o m o u s  
u n i t  w i th in  the  g ro u p  - in  o th e r  w o r d s ,  i t  r e p o r t s  d i r e c t l y  to  th e  
in t e r n a t i o n a l  h  ead o f f ic e ,  a n d  i s  r e s p o n s i b l e  fo r  su p p ly in g  
S w i t z e r l a n d ,  A u s t r i a ,  an d  S c a n d in a v ia .  T h i s  h a s ,  t h e r e f o r e ,  ta k e n  
the  o r i g i n a l  E F T A  c o u n t r i e s  aw ay  f r o m  the  UK u n i t ,  not a s  a  r e s u l t  
of the E E C  p o l ic y ,  b u t  a s  a r e s u l t  o f the  f o r m a t i o n  of a s e p a r a t e  
m a r k e t in g  u n i t  f o r  th o se  c o u n t r i e s .  T h e  M a r k e t in g  u n i t s ,  w i th  the  
in t e r n a t i o n a l  h e a d  o f f ic e ,  d e c id e  the  s o u r c e  of th e  p r o d u c t s  w h ic h  
th e y  su p p ly ;  in  o th e r  w o r d s ,  th ey  h av e  a c h o ic e  of buy ing  f r o m  
e i th e r  H o lla n d ,  F r a n c e ,  o r  th e  UK. Up to  now  th e y  h av e  te n d e d  
to buy f r o m  the  s o u r c e  vdiich o r ig i n a l ly  s u p p l ie d  t h e i r  m a r k e t s  
- e s s e n t i a l l y  the  UK, e x c e p t  th a t  f o r  n o n - c o n f e c t io n e r y p r o d u c t s  
th e y  h a v e  te n d e d  to  buy f r o m  the  E E C  c o u n t r i e s  a s  t h e s e  a r e  the 
u n i t s  w h ich  o r ig i n a l ly  s u p p l ie d  E F T A .
A d e c i s io n  b y  any  u n i t  t o  b u y  f r o m  one a f f i l i a te ,  a n d  s top  b u y in g  
f r o m  a n o th e r ,  e f f e c t s  the  w h o le  g r o u p 's  o p e r a t io n .  C o n s e q u e n t ly  
any m o v e  of th i s  k in d  w o u ld  b e  s u b je c t  to  c o l l a b o r a t iv e  d i s c u s s i o n
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b e t w e e n  the  U n its  an d  the  i n t e r n a t io n a l  h e a d  o f f ic e .  T h e r e  is  a 
c o n s ta n t  r e v ie w  o f  su p p ly  p o l ic y  w h e n e v e r  i t  a f f e c t s  the  p ro d u c t io n  
b e tw e e n  th e  s i s t e r  c o m p a n ie s ,  a n d  i t  w i l l  v a r y ,  of c o u r s e ,  f r o m  
p r o d u c t  to  p r o d u c t ,  d e p en d in g  on th e  f a c i l i t i e s ,  a n d  the  demai^nd in  
e a c h  of the  c o u n t r ie s  c o n c e r n e d .  T h e  o b je c t iv e  of th is  p o l ic y  i s  n o t  
to i n c r e a s e  the  s a l e s  of the  g ro u p  a s  a  w h o le .  B e c a u s e  th ey  o p e r a te  
a s  in d e p e n d e n t  u n i t s ,  e a c h  of the  g e n e r a l  m a n a g e r s  of the  UK and  
D u tch  f a c t o r i e s ,  an d  of the  E F T A  m a r k e t in g  u n i t s ,  w i l l  be t ry in g  
to m e e t  t h e i r  own f in a n c ia l  o b je c t iv e s ,  a n d  only  a c o m p r o m is e  
b e tw e e n  th e m  w i l l  f in a l ly  r e s o l v e  th e  i s s u e .  In  o th e r  w o r d s ,  b e f o r e  
c h a n g e s  a r e  m a d e ,  the  i n t e r n a t io n a l  h e a d  o ff ice  w i l l  w a n t  the  
g e n e r a l  m a n a g e r s  to h av e  com e to a  c o m m o n  a g r e e m e n t  a s  to  w h a t  
the  p o l ic y  sh o u ld  b e .  T h e  d e c i s io n  to  b u y  f r o m  one u n i t ,  r a t h e r  
than  a n o th e r ,  w i l l  n o t  b e  l e f t  to  one m a n a g in g  d i r e c t o r ;  i f  a g r e e m e n t  
c a n n o t  be  r e a c h e d  b e tw e e n  the t h r e e  g e n e r a l  m a n a g e r s ,  th e n  in  the  
end  the  h e a d  o f f ic e  w o u ld  d e c id e ,  if  th ey  c o n s i d e r e d  i t  in  th e  i n t e r e s t s  
of the g ro u p .
T h e  O r g a n i s a t i o n a l  C h a n g e s  w h ic h  took  p la c e  to  m e e t  the  E E C  M a r k e t  
T h e  g ro u p  a s  a  w ho le  h a s  th o u g h t  of a  w hole  r a n g e  of p o s s i b i l i t i e s  
fo r  o r g a n i s a t i o n  th ro u g h o u t  the  E E C .  One p o s s ib i l i t y  is  to h a v e  
an  a u to n o m o u s ,  b u t  c o m b in e d  m a n u f a c tu r in g  u n i t ,  w ith  a  s e p a r a t e  
m a r k e t in g  u n i t ,  in  e a c h  c o u n try ;  so the  m a n u f a c tu r in g  u n i t  w ou ld  be  
t r e a t e d  a s  a  p r o f i t  c e n t r e ,  an d  l ik e w is e  e a c h  of the m a r k e t in g  u n i t s  
in  the s e p a r a t e  c o u n t r i e s .  A n o th e r  p o s s ib i l i ty  i s  th e  f o r m a t i o n  of a 
s in g le  c o n fe c t io n e ry  c o m p an y  fo r  the  w h o le  of the  E E C ; th is  i s  one 
p o s s ib i l i t y  th a t  h a s  b e e n  c o n s id e r e d .  T h is  h a s  n o t  h a p p e n e d ,  b u t  h e lp s  
to i l l u s t r a t e  th e  w ide  r a n g e  of p o s s ib le  o r g a n i s a t i o n a l  a l t e r n a t i v e s  fo r  
the  g ro u p .  T h e  g ro u p  h a s  n o t  e s s e n t i a l l y  ch an g ed  i t s  o r g a n i s a t i o n  s in c e  
the  f o r m a t i o n  of the  E E C ; th e r e  have  b e e n  v e r y  m in o r  c h a n g e s ,  to  d a te ,  
a s  f a r  a s  c o n fe c t io n e ry  is  c o n c e rn e d ,  bu t i t  h a s  c o n s id e r e d  a l t e r n a t i v e s ,  
and  i t  d o e s  no t  m e a n  th a t  th ey  w i l l  n o t  c h a n g e .  It i s  a v e r y  s low ly  
d e v e lo p in g , e v o lu t io n a r y  p r o c e s s ,  and  is  v e r y  d e p e n d e n t ,  to o ,  on the  
p a r t i c u l a r  p e r s o n a l i t i e s  of the  p e o p le  a t  the  top of the v a r i o u s  u n i t s .
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an d  th e  w ay  th a t  the  f a m ily  f e e l s  t h a t  i t  w a n t s  to  d e v e lo p .
On the c o n f e c t io n e r y  s id e  t h e r e  h a s  b e e n  v e r y  l i t t l e  ch an g e  to 
d a te ,  b u t  on th e  p e t fo o d s  s id e  t h e r e  h a s  b e e n  th e  e s t a b l i s h m e n t  
of a  E u r o p e a n  g e n e r a l  m a n a g e r .  T h i s  h a s  ta k e n  p la c e  s in c e  the 
e n t r y  of the UK in to  the E E C  in 1973. He is  r e s p o n s ib l e  f o r  b o th  
m a n u f a c tu r e  a n d  m a r k e t in g  in  th e  E E C  c o u n t r i e s ,  and  a l s o  h a s  
so m e  e x p o r t  c o u n t ry  r e s p o n s i b i l i t i e s  o u ts id e  th e  E E C .  He d e p e n d s  
to a  l a r g e  e x te n t  on the  e x i s t in g  s t r u c t u r e  w i th in  th e  o r ig i n a l  
o p e r a t in g  u n i t s .  A t  the  c e n t r e  of the E u r o p e a n  p e tfo o d  o p e r a t io n  
t h e r e  i s  a  v e r y  s m a l l  s ta f f  fo r  m a r k e t in g ,  o p e r a t i o n a l  r e s e a r c h ,  
and  f i n a n c e s .  T h e r e  is  no o rg a n i s a t io n  p la n n in g  th e  d a y - to - d a y  
a c t i v i t i e s  w i th in  the  o p e r a t io n a l  c o u n t r i e s .  I t  d e a l s  only  w i th  the  
E E C  a n d  g e ts  in v o lv e d  w ith  any  m a t t e r s  w h ic h  a f f e c t  the o p e r a t io n s  
t h e r e .  One w ould  be  m o r e  a w a r e  of the  s c o p e  an d  the n e c e s s i t y  
fo r  th e  ch an g e  if  one c o n s id e r e d  the  c o n te x t  of the  fa m i ly  c o n t r o l  
of the w h o le  g ro u p .  T h e r e  a r e  t h r e e  p e o p le ,  w ith  a s m a l l  s ta f f ,  
b a s e d  in  A m e r i c a ,  c o n t r o l l in g  a v e r y  l a r g e  n u m b e r  o f  c o m p a n ie s  
th ro u g h o u t  the  w o r ld ;  in  f a c t  th a t  s m a l l  s t a f f  s p e n d s  m o s t  o f  the  
t im e  t r a v e l l i n g .  T h e  f o r m a t i o n  of the  p o s t  of E u r o p e a n  g e n e r a l  
m a n a g e r  in  p e t fo o d s ,  i s  to  be  s e e n  m o r e  in the  c o n te x t  of h e lp in g  the  
f a m ily  r e d u c e  th e i r  b u r d e n  of w o rk ,  th a n  in  t e r m s  of the  b e n e f i t s  th a t  
co m e  f r o m  the c o o r d in a t io n  o f  th e  E E C  a c t i v i t i e s .
So th e s e  w e r e  the c h a n g e s  w h ich  took  p la c e  a f t e r  the  UK jo in e d  the  
C o m m u n ity  b u t  one m u s t  q u a lify  th a t  b y  s a y in g  th a t  the  d e c i s io n  to  
pu t a c o n fe c t io n e ry  m a n u f a c tu r in g  u n i t  in to  H o lla n d  in  th e  f i r s t  p la c e  
m a y  w e l l  h a v e  b e e n  in f lu e n c e d  by  the  f a c t  th a t  t h e r e  w a s  a l r e a d y  a 
s e p a r a t e  E E C  o r g a n i s a t io n ,  e x c lu d in g  th e  UK, b e f o r e  e n t r y .  W h e th e r  
th a t  d e c i s io n  w ou ld  h av e  b e e n  d i f f e r e n t  if the  UK h a d  b e en  in  the  E E C  
o r ig in a l ly ,  the c o m p an y  d o e s  n o t  k n ow . T h ey  s u s p e c t  th a t  i t  w o u ld  n o t  
h av e  b e e n  d i f f e r e n t .
T h e  in f lu en c e  of the  UK E n t r y  in to  the  E E C  on the  C o m p a n y 's  
O p e ra t io n s  ( a d v a n ta g e s  and D is a d v a n ta g e s )
T h e  m a in  in f lu e n c e s  of the UK e n t r y  in to  the E E C  have  b e e n ,  f i r s t l y ,  
the a b i l i ty  to  t r a n s f e r  p r o d u c t s  m o r e  e a s i ly ,  w h ic h  is  m in o r  im p o r t a n c e  
to  M a r s ;  s e c o n d ly ,  the  c h an g e s  w h ic h  the E E C  p o licy  i t s e l f  h a s  im p o s e d
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upon  M a r s  - the  a c c e p ta n c e  o f  th e  c o m m o n  a g r i c u l t u r a l  p o licy  a n d  
the  c h a n g e s  w h ic h  th is  b r o u g h t  a b o u t  in the  p r i c e s  of th e i r  m a in  
r a w  m a t e r i a l s .  T he  l a t t e r  i s  the  f a c t o r  w h ic h  h a s  h a d  the  b ig g e s t  
im p a c t  - i t  has  m a d e  a m a jo r  i n c r e a s e  in  the  c o s t  of th e i r  r a w  
m a t e r i a l s ,  such  a s  s u g a r ,  m i lk ,  e g g s  e t c .
T h e r e  a p p e a r  to  b e  r e d u c e d  o p p o r tu n i t i e s  fo r  th e m  to  b u y  r a w  
m a t e r i a l s  o f  a l l  s o r t s  a s  a r e s u l t  of th e  C A P  p o l ic y .  T h is  i s  th e  
d i r e c t  e f f e c t  - i t  h a s  i n c r e a s e d  t h e i r  p r i c e s .
R a w  m a t e r i a l s  a r e  t h e i r  l a r g e s t  c o s t s ,  c o c o a  b e in g  the  p r i m e  one , 
b u t  u n a f f e c te d  by the C A P  p o l ic y .  T h e i r  s e c o n d  h ig h e s t  c o s t  i s  s u g a r ,  
w h ic h  i s  a f f e c te d  by C A P , b u t  of i n c r e a s i n g  im p o r ta n c e  to th e m  a r e  
the  c o s t s  of m i lk  and d a i r y  p r o d u c t s  g e n e r a l l y .  T h e  c o m p a n y  co u ld  
n o t  quo te  th e s e  f i g u r e s  to m e .  O f  c o u r s e ,  in  t e r m s  of g e n e r a l  p r i c e  
in f la t io n  in  the U .K .  th e s e  p r o b l e m s  fa d e  in to  i n s ig n i f i c a n c e ,  in th a t  
the  g e n e r a l  p r i c e  in f la t io n  on t h e i r  ra w  m a t e r i a l s  is  p r o b a b ly  g r e a t e r  - 
m u c h  g r e a t e r  - th a n  the  in f la t io n  w h ich  h a s  b e e n  b r o u g h t  a b o u t  by  
the  t r a n s i t i o n  to  E E C  p r i c e s .  T h e y  w e r e  u s e d  to  b u y in g  cocoa  a t  an 
a v e r a g e  of a r o u n d  a  £250  a to n  an d  now  th e y  h av e  to fa c e  m a r k e t s  
w h ich  h a v e  gone t o  £ 1, 200 a  to n .  B e c a u s e  th i s  is  t h e i r  m o s t  
i m p o r t a n t  r a w  m a t e r i a l  i n g r e d ie n t ,  t h i s  h a s  h ad  a m a jo r  e f f e c t  on 
the  p r i c e  of t h e i r  p r o d u c t s .  T h i s  i s  a  m a j o r  d i s a d v a n ta g e  f o r  th e  
co m p an y  du e  to  B r i t a i n ' s  e n t r y  in to  the  C o m m u n i ty ,  A p a r t  f r o m  th e  
f r in g e  b e n e f i t  of m o v in g  th e  p r o d u c t s  b e tw e e n  th e  a f f i l i a te  c o m p a n i e s ,  
the  c o m p a n y  c a n n o t  s e e  «uiy m a j o r  a d v a n ta g e .
T h i s  i s  the  p o s i t io n  to  d a te  - the a d v a n ta g e s  and d i s a d v a n ta g e s  w h ic h  
th ey  h av e  r e a p e d  so f a r .
T h e  d i s a d v a n ta g e s  - and th e y  m a y  on ly  b e  a p p a r e n t  d i s a d v a n ta g e s  
so  f a r  - a l s o  in c lu d e  w h a t  a p p e a r s  to  b e  an  e x c e s s iv e  b u r e a u c r a c y  
on the p a r t  of th e  B r u s s e l s  C o m m is s io n  in  t e r m s  of th e  h a r m o n i s a t i o n  
of c o n s u m e r  l e g i s l a t i o n ,  w h e r e  th e  r e q u i r e m e n t s  w h ich  th e y  a p p e a r  to  
w a n t  to  in t r o d u c e  c r e a t e  v e r y  s e r i o u s  o b s ta c le s  to M a r s  in  t e r m s  of 
m a in ta in in g  th e i r  m a r k e t in g  e f f i c i e n c y .  T h e  e f f e c t s  o f  l e g i s l a t i o n  
a r e  n o t  y e t  fu lly  in  f o r c e ,  so the co m p an y  c a n n o t  t a lk  a b o u t  b u r d e n s  
w h ich  h a v e  im p o s e d ,  only  about the b u r d e n s ,  w h ic h  c u r r e n t  in te n t io n s
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a r e  l i k e ly  to im p o s e .  T h e r e  a r e  c h a n g e s  w h ich  th e y  w i l l  be  r e q u i r e d  
to  m a k e  u n d e r  e x i s t in g  le g i s l a t i o n ,  u n l e s s  th a t  is  c h a n g e d ,  w h ic h  
in v o lv e s  c h an g in g  the  n a t u r e  of t h a t  p r o d u c t  w h ich  is  c a l le d  c h o c o la te .  
I t  c h a n g e s  the  in f o r m a t io n  th a t  h a s  to b e  p r o v id e d  on w r a p p e r s  of 
p r o d u c t s ;  i t  g r e a t l y  c o m p l i c a t e s  the  a m o u n t  of in f o r m a t io n  th a t  h a s  
to be p ro v id e d ;  i t  c h a n g e s  fo r  s o m e  p r o d u c t s ,  the  r a n g e  of s i z e s  
w h ic h  c a n  b e  m a d e .  The E E C  C o m m is  s io n  w o u ld  l ik e  to  h av e  c e r t a i n  
s t a n d a r d  s i z e s  fo r  c e r t a i n  p r o d u c t s  - f o r  e x a m p le ,  b lo c k  c h o c o la te  
in  the  UK h a s  b e e n  t r a d i t i o n a l l y  so ld  a t  ^ Ib .  J i b .  w e ig h ts  a n d  in  o th e r  
v a r y in g  s i z e s .  Now, the  C o m m is s io n  w o u ld  like  to  h a v e  a  s y s t e m  
in  w h ic h  the  w e ig h ts  d id  n o t  v a r y  w i th in  b lo c k  c h o c o la te ,  t h a t  r e d u c e s  
M a r s  f l e x ib i l i ty  in  m a tc h in g  v a lu e  th a t  th e y  o f f e r  to  the  a b s o lu te  
p r i c e  l e v e l  w h ich  th e y  e x p e c t  the  c o n s u m e r  to  b e  c h a r g e d ,  and  b e c a u s e  
th e y  a r e  d e a l in g  e s s e n t i a l l y  in  s m a l l  v a lu e  i t e m s  t h e r e  a r e  c e r t a i n  
p r i c e  l e v e l s  w h ic h  M a r s  p r e f e r  to  m a in t a in .  B u t  in  o r d e r  to  m a i n t a i n  
th o s e  p r i c e  l e v e l s  in  a  p e r i o d  of in f la t in g  ra w  m a t e r i a l  c o s t s ,  th ey  
h a v e  to  v a r y  th e i r  w e ig h ts  of p ro d u c t .  T h e  a l t e r n a t i v e  is  to  go to  m u c h  
s h a r p e r  c h a n g e s  in  p r i c e  in  o r d e r  to  m a in t a in  a  g iv en  w e ig h t  l e v e l  
o v e r  t i m e .  T h a t ,  to the m , i s  a  l e s s  e f f i c i e n t  m e th o d  of o p e r a t io n .
So the  l e g i s l a t i o n  a f f e c t s  th e  in g r e d i e n t s  of the  p r o d u c t  an d  i t  
a f f e c t s  the  in f o r m a t io n  on the  b r a n d  i t s e l f .
R e g a r d in g  p r i c e s ,  the  c o m p a n y  d o e s  n o t  th in k  t h e r e  w i l l  be  a n y  d i r e c t  
in f lu e n c e ,  a l th o u g h  the  a b o v e  m e n t io n e d  tw o f a c t o r s  w i l l  i n d i r e c t ly  
a f f e c t  the  p r i c e .  T h e r e  i s  no l e g i s l a t i o n  w h ic h  a f f e c t s  th e i r  f l e x ib i l i ty  
to ch o o se  w h a t  M a r s  c o n s i d e r s  to  b e  the  m o s t  a p p r o p r i a t e  p r i c e ,  
g iv en  the  o th e r  c o n d i t io n s  th a t  the  C o m m is s io n  i s  im p o s in g .  B u t  it 
i s  th e s e  o th e r  c o n d i t io n s  th a t  a r e  b e in g  im p o s e d  w h ic h  w i l l  a f f e c t  
w h a t  p r i c e  the  c o m p an y  h a s  to  c h a r g e ,  an d  w h e n  i t  h a s  to  c h an g e  i t .  
B u t  of c o u r s e  the  m a jo r  e f f e c t  on p r i c e  a t  th e  m o m e n t  i s  th e  
n a t io n a l  UK p r i c e  co d e .
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T h e  A b i l i ty  to  s e l l  th e  s a m e  k ind  of P r o d u c t  in the E x te n d e d  M a r k e t  
If M a r s  w e r e  su p p ly in g  f r o m  the UK to  a  C o n t in e n ta l  m a r k e t ,  they  
w o u ld  t e s t  ou t in  th a t  m a r k e t  f i r s t  of a l l  the  s t a n d a r d  p r o d u c t  w h ich  
th ey  u s e  in  the UK, an d  v a r i a t i o n s  of th a t  s t a n d a r d  p r o d u c t ,  to  d e t e r ­
m in e  w h e th e r  t h e r e  w a s  a  s ig n i f ic a n t  p r e f e r e n c e  w i th in  th a t  c o u n t ry  
w h i  ch  r e q u i r e d  th e m  to  m a k e  c h a n g e s  in  t h e i r  p r o d u c t .  W h at 
h a p p e n e d  in  r e a l i t y  i s  th a t  the  UK p l a n t  i s  n o t  m a n u f a c tu r in g  m u c h  
fo r  th e  o th e r  E E C  c o u n t r i e s ,  and  the  D u tc h  u n i t  d o e s  m a k e  s l ig h t  
d i f f e r e n c e s  in  i t s  p r o d u c t s  to  th e s e  p ro d u c e d  in  the  U K  p la n t .  If 
one b u y s  a M a r s  b a r  in  H o lla n d  o r  F r a n c e  i t  w i l l  h a v e  s l ig h t ly  
d i f f e r e n t  i n g r e d i e n t s  to  th o s e  in  the UK. Now, b e c a u s e  the  UK h a s  
a  m o r e  e s t a b l i s h e d  u n i t ,  th e y  h a v e  so m e  p r o d u c t s  w h ich  a r e  s u c c e s s ­
fu l  in  the  UK an d  the D u tc h  u n i t  w o u ld  l ik e  to  t r y  ou t  in  th e  r e s t  o f  the  
E E C .  T h e  UK p la n t  a r r a n g e s  to  supply  p r o d u c t s  f o r  s a l e s  t e s t s ,  
o c c a s io n a l ly  m a k in g  s o m e  c h a n g e s  to p r o d u c t s  su p p l ie d ,  s o m e t im e s  
u s in g  the  s a m e  p r o d u c t  a s  in  the UK; i t  d e p e n d s  v e r y  m u c h  on the  
p a r t i c u l a r  p r o d u c t .
I t  h a p p e n s  i n  o th e r  w a y s  to o ,  in  the food  in d u s t r y  p l a g i a r i s m  i s  p a r t  
of the w a y  of l i f e .  T h e  c o m p a n y  c i te d  th e  e x a m p le  of C a d b u r y ’s 
C u r ly  W u r ly  w h ic h  i s  so ld  in  the UK, a n d  is  a  c a r a m e l  p r o d u c t  w ith  
a  v e r y  h ig h  a p p a r e n t  v a lu e  - i t  is  a  v e r y  long  s t r i p  of c h o c o la te -  
c o a te d  c a r a m e l  w h ic h  h a d  a v e r y  b ig  i n i t i a l  s u c c e s s  in the  UK,
T h e  c o m p a n y 's  D u tch  f a c to r y  c o p ied  i t  f o r  s a le  in  the n o n -U K  and 
E E C  c o u n t r i e s ,  w h e r e a s  the  UK u n i t  d id  n o t  th in k  i t  w a s  w o r th w h i le  
copy ing  i t  h e r e ,  b e c a u s e  C a d b u r y 's  h a d  a l r e a d y  ta k e n  th e  i n i t i a t iv e .  
T h a t  w o u ld  h av e  h a p p e n e d  anyw ay , E E C  o r  no  E E C  - the  cop y in g  of 
p r o d u c t s  w ou ld  h av e  c o n t in u e d .
A n o th e r  d is a d v a n ta g e  - and  the  c o m p a n y  i s  n o t  qu ite  s u r e  how  fa r  
l e g i s l a t i o n  h a s  gone in th i s  a r e a ,  so  th ey  a r e  n o t  s p e a k in g  w ith  any 
a u th o r i ty ,  b u t  th e y  know i t  i s  g iv ing  a  good d e a l  of c o n c e r n  to th e i r  
m a r k e t in g  p e o p le  - i s  the  h a r m o n i s a t i o n  of a d v e r t i s i n g  l e g i s l a t i o n .
I t  a p p e a r s  th a t  the  p a r t i c u l a r  p o l ic ie s  w h ich  the E E C  C o m m is s io n  
w i s h e s  to  c a r r y  th ro u g h  w ou ld  s e r i o u s l y  a f f e c t  the s a l e s  of th e i r
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p r o d u c t s , a id  w o u ld  s e r i o u s l y  r e d u c e  t h e i r  a b i l i ty  to  s e l l  
p r o d u c t s  in  the  w ay  th ey  w o u ld  w is h .  T h i s  h a s  n o th in g  to  do 
w i th  the  f a c t  th a t  it i s  th e  E E C  i t s e l f  w h ic h  i s  d o in g  th i s ,  b u t  
i t  i s  b e c a u s e  o f  the  w ay  th a t  the  o f f ic ia ls  in the  E E C  w a n t  to 
sh a p e  the  f o r m a t i o n  of the  p o l ic y .  So M a r s  i s  c o m p la in in g  
a b o u t  the  d is a d v a n ta g e  of the  p o l ic y ,  a s  o p p o s e d  to th e  f a c t  
th a t  i t  i s  an  E E C  p o l ic y .  B u t  it h a s  n o t  y e t  t a k e n  p la c e ,  they  
a r e  f ig h t in g  i t .
T h e  F u t u r e ,  the  C o m p a n y  and th e  E E C
T h e y  th ink  in  the  fu tu re  the  e x i s t e n c e  o f the  E E C  i s  go in g  to 
m a k e  i t  e a s i e r  to h a r m o n i s e  th e i r  c o n f e c t io n e r y  o p e r a t io n s  w ith  
t h e i r  s i s t e r  c o m p a n ie s  in the  E E C  i f  th ey  w a n t  to . T h e y  do n o t  
th in k  t h e r e  a r e  going  to  be  a n y  m a j o r  c h a n g e s  in  the  s h o r t  t e r m ;  
th e y  th in k  t h e r e  w i l l  be v e r y  long t e r m  c h a n g e s .  T h e y  c a n n o t  
s e e  t h e m s e l v e s ,  fo r  e x a m p le ,  h a v in g  a s in g le  E u r o p e a n  c o n ­
f e c t io n e r y  f a c to r y ,  w h a t  m a y  h a p p e n  i s  th a t  th ey  b u i ld  a  n u m b e r  
of s p e c i a l i s t  f a c t o r i e s  th r o u g h o u t  E u r o p e  w h ich  su p p ly  th e  w ho le  
of the E E C .  T h e r e  is  no b e n e f i t  to th e m ,  a t  the m o m e n t ,  in  
c lo s in g  dow n  th e i r  l in e s  in  a n y  o f  the  c o u n t r i e s  c o n c e r n e d  and  
b u i ld in g  a b ig  new  l in e .  So th e r e  w i l l  b e  a  long  t e r m  h a r m o n i s a t i o n  
p o l ic y  b e tw e e n  t h e m s e lv e s  a n d  th e i r  s i s t e r  c o m p a n ie s .  I t  i s  n o t  
y e t  c o m p a n y  p o l ic y  th a t  t h e r e  w i l l  e v e n tu a l ly  be  a s ing le  
m a n a g e m e n t  u n i t  fo r  c o n fe c t io n e ry  th ro u g h o u t  the  E E C .
T h e  I m p a c t  of the E x te n s io n  of the  M a r k e t  to  In c lu d e  250 
M il l io n  P e o p le  on the  C o m p a n y 's  P e r f o r m a n c e  as a  C o n s u m e r  
G oods C o n c e r n
T h e r e  a lw a y s  h a s  b e e n  250 m i l l io n  p eo p le  f o r  the  M a r s  g ro u p ;  
jo in in g  the  E E C  h a s  had no im p a c t  on t h e i r  o p e r a t io n s  a t  S lough  - 
none w h a t s o e v e r ,  b e c a u s e  th ey  w e r e  a l r e a d y  e s t a b l i s h e d  in  
E u r o p e .
M ain  C o m p e t i to r s  in  the  U K  and  the  R e s t  of the E E C  M a r k e t ,  
and  th e  S ta tu s  of the  Company» A m o n g s t  T h e m
In the UK th e i r  m a in  c o m p e t i t o r s  a r e  the  C a d b u ry  G ro u p ,  w h ic h  
c o m p r i s e s  s u c h  c o m p a n ie s  a s  C a d b u r y - F r y ,  an d  P a s  ca ll ;  an d  the
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R o w n t r e e  G ro u p  w h ic h  c o m p r i s e s  su ch  c o m p a n ie s  a s  R o w n t r e e s ,  
M a c k in to s h 's ,  F o x ' s ,  D u n c a n s  and  o th e r  s m a l l e r  o n e s .  The 
c o m p a n y  r a t e s  i t s e l f  a f t e r  th e s e  two in s a l e s  v o lu m e  and s a l e s  
v a lu e  ; th ey  a r e  N o . 1 in  t e r m s  o f  p r o f i t a b i l i ty ,  i f  p r o f i t a b i l i t y  i s  
m e a s u r e d  b y  r e t u r n  on c a p i t a l  e m p lo y e d ,  o r  w o rk in g  c a p i t a l ;  
an d  N o . 1 in  t e r m s  of t u r n o v e r  p e r  e m p lo y e e  ; a n d  in t e r m s  of 
the  r a t i o  of ou tp u t p e r  m a n .  I f  one m e a s u r e s  o u tp u t  p e r  m a n  in 
t e r m s  of k i l o g r a m m e s  p e r  m a n  h o u r  e m p lo y e d ,  th en  M a r s  is 
i m p r o v in g ,  b e c a u s e  th ey  a r e  b o th  h e ig h te n in g  t h e i r  a u to m a te d  
p r o c e s s e s ,  do ing  w h a t  th e y  d id  b e f o r e  w i th  f e w e r  p e o p le  ; and  
a r e  in  a s i tu a t io n  w h e re  th ey  a r e  ru n n in g  v e r y  m u c h  c l o s e r  to 
c a p a c i ty ,  a t  th i s  p o in t  of t i m e ,  th an  th e y  have  f o r  a  few  y e a r s .
T h e  q u e s t i o n  r e m a i n s  w h e th e r  c o m p e t i t io n  i s  c a tc h in g  th e m  up 
in  th is  r e s p e c t ;  th e y  th in k  th a t  i s  so .  T h e y  e s t a b l i s h e d  f r o m  
t h e i r  v e r y  e a r l y  d a y s  a v e r y  m u c h  g r e a t e r  l e a d  o v e r  th e i r  
c o m p e t i t o r s  a n d  th ey  th in k  th a t  o v e r  t im e  th e i r  c o m p e t i t o r s  
h a v e  l e a r n e d  the  l e s s o n s  o f  M a r s  an d  h a v e  im p r o v e d  th e i r  
p o s i t io n .  W h e th e r  th e y  w i l l  e v e r  g e t  up to  M a r s '  l e v e l  of o u tp u t  
the  c o m p a n y  d o e s  n o t  know .
O th e r  a r e a s  of the  s u p e r i o r i t y  of M a r s  o v e r  t h e i r  c o m p e t i to r s  
a r e  i t ' s  h ig h e r  m a n a g e m e n t  s k i l l s ;  in g e n e r a l  i t  h a s  b e t t e r  p eop le  ; 
i t  h a s  m o r e  f le x ib le  p e o p le .  T h e  c o m p an y  b e l i e v e s  th a t  i t  h a s  
m o r e  good p r o d u c t s  th an  i t s  c o m p e t i t o r s  - in  t e r m s  of c o n s u m e r  
a c c e p ta n c e .  In o th e r  w o r d s ,  th e y  have  m o r e  s t r e n g th  in  d ep th ;  
th e y  h av e  a s m a l l e r  p r o d u c t  r a n g e ,  b u t  a  l a r g e r  n u m b e r  of v e r y  
s t r o n g  s e l l in g  l in e s .  H i s t o r i c a l l y  th ey  e n jo y e d  a good p r i c e  
a d v a n ta g e  o v e r  c o m p e t i t io n  in t e r m s  o f  g r a m m e s  of p r o d u c t  p e r  
p en n y  c o s t  to  the  c o n s u m e r ,  b e c a u s e  of the  g r e a t  e f f ic ie n c y  of 
t h e i r  m a n u fa c tu r in g  o p e r a t io n s ,  the  type  of p r o d u c t  th a t  th e y  
h a v e  p ro d u c e d  o r c o n c e n t r a t e d  on, and b e c a u s e  of t h e i r  g r e a t e r  
f a c i l i t y  in  a r e a s  su ch  a s  c o m m o d i ty  p u r c h a s in g ,  w h e re  th e y  h av e  
b e e n  a b le  to m a k e  g a in s  on th e  t e r m i n a l  m a r k e t s  w h ich  th e y  h av e  
b e e n  ab le  to p a s s  on to the c o n s u m e r  in  t e r m s  of b e t t e r  v a lu e .
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T h e y  th ink  t h e i r  a d v a n ta g e s  in  the  l a t t e r  c a s e  a r e  l e s s  th a n  th ey  
u s e d  to  b e ,  a s  th e i r  c o m p e t i to r s  h av e  co p ied  t h e i r  m e th o d s  - 
s o m e t im e s  not so s u c c e s s f u l ly ,  as  the R o w n t r e e  d e b a c le  of a 
few  y e a r s  ago  show ed, w hen  R o w n t r e e  s l o s t  ab o u t £ 3 0  m i l l i o n .
B u t  th e  c o m p a n y  l ik e s  t o  b e l ie v e  th a t  th e y  a r e  s t i l l  ab le  to o f f e r ,  
a c r o s s  the  r a n g e ,  b e t t e r  c o n s u m e r  v a lu e  th an  t h e i r  c o m p e t i t o r s .
It i s  d i f f ic u l t  to  be  p r e c i s e ,  b e c a u s e  th e i r  c o m p e t i t o r s  a r e  no t  
s e l l in g  q u ite  th e  s a m e  p r o d u c t s .  T h e r e  is  a  m ix tu r e  of v a lu e s  w h ich  
the  c o n s u m e r  p u ts  to  th e  p r o d u c t  w h ich  is  d i f f ic u l t  to  ta k e  ou t of 
t h i s  o v e r a l l  e v a lu a t io n .
T h e i r  corrq>etitors  in  E u r o p e  a r e  e s s e n t i a l l y  N e s t l e ' s ,  G e e r h a r d t s ,  
F e r r e r o ' s .  N e s t le  a r e  S w is s ,  b u t  t h e i r  s a l e s  in  th e  E E C ,  n o n - U K ,  
a r e  h ig h e r  th a n  th ey  a r e  in  th e  UK. T h e  I t a l i a n  c o m p a n y ,  F e r r e r o ,  
is  an  im p o r t a n t  and  g ro w in g  c o m p a n y .
P e n e t r a t i o n  of the UK m a r k e t  by  F i r m s  in  the  o th e r  e ig h t  E E C  
C o u n t r i e s  s in c e  the  UK jo in e d  th e  C o m m u n i ty
T h e  c o m p an y  w h ic h  h a s  done b e s t  in the  UK, s in c e  B r i t a i n ' s  e n t r y ,  
i s  F e r r e r o ’ s o f  I t a ly .  T h e y  h a v e  in t r o d u c e d  ty p es  of p r o d u c t  n ew  to  
the  UK m a r k e t ;  an  e x a m p le  is  T ic  T a c  m in t s ,  a  p r e m i u m  p r i c e  
m in t  p r o d u c t  w h ic h  th ey  b a c k e d  up  w ith  v e r y  h e a v y  a d v e r t i s i n g  
and  o b ta in e d  v e r y  good d i s t r ib u t io n ,  a s  a r e s u l t  of a  n o v e l  f o r m  
of d is p la y  u n i t .  B u t  th is  h a s  n o t  h u r t  M a r s  a s  th e y  h av e  no m a jo r  
m in t  p r o d u c t s .  In a l l ,  t h e r e  h a s  b e e n  no s ig n i f ic a n t  im p a c t  on 
M a r s  a s  a r e s u l t  of c o m p e t i t io n  in the  UK m a r k e t  f r o m  f i r m s  in 
the  o th e r  e ig h t  E E C  c o u n t r i e s .
T h e  I m p a c t  of B r i t a i n ' s  E n t r y  in to  the  E E C  on the  UK 
C o n fe c t io n e ry  In d u s t ry
T h e  c o m p a n y  th in k  th a t  C a d b u r y 's  and  R o w n t r e e s  h a v e  b e n e f i t e d  
m o r e  f r o m  the UK e n t r y  in to  the E E C  th a n  M a r s ,  M a r s  w a s  
a l r e a d y  s t r o n g ly  e s t a b l i s h e d  in  E u r o p e ,  an d  the co m p an y  b e l i e v e s  
th a t  C a d b u r y 's  a n d  R o w n t r e e s  h a d  a n u m b e r  of v e n tu r e s  in to  
E u r o p e ,  b e f o r e  UK e n t r y ,  w h ich  w e r e  n o t  s u c c e s s f u l .  M a r s
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b e l ie v e  th a t  now  C a d b u r y 's  an d  R o w n t r e e s  a r e  a b le  to  w o r k  m o r e  
e f f ic ie n t ly  to w a r d s  e s t a b l i s h in g  a E u r o p e a n  b a s e ,  b e c a u s e  of the  
UK e n t r y .  A n o th e r  p o in t  i s  th a t  th e  UK c o n f e c t io n e r y  m a r k e t  w a s  
m o r e  e f f ic ie n t  th a n  th o s e  in  E u r o p e  b e f o r e  the  UK e n t r y ,  w h ic h  is  
w h y  th e  c o m p a n y  th inks  th a t  R o w n t r e e s  a n d  C a d b u r y 's  c a n  b e n e f i t  
f r o m  the ch an g e  - w h e th e r  th ey  do m u s t  b e  l e f t  to  h i s t o r y  to  ju d g e .  
T h e  e f f ic ie n c y  of the UK c o n f e c t io n e r y  m a r k e t  i s  i n  t e r m s  of i t ' s  
r e t a i l  d e v e lo p m e n t ,  the v e r y  h ig h  l e v e l s  of c o n fe c t io n e ry  c o n ­
su m p tio n  w h ich  th is  h a s  p r o d u c e d ,  and th e  c o n s e q u e n t  a b i l i ty  of 
the  m a j o r  m a n u f a c t u r e r s  t o  d e v e lo p  v e r y  h ig h  v o lu m e  p r o d u c t s  
an d  e f f i c i e n t  p ro d u c t io n  p r o c e s s e s  a s  a  r e s u l t .
T h e  c o m p a n y 's  p la n s  to  m e e t  i n c r e a s e s  in  r a w  m a t e r i a l  p r i c e s  
due to  E E C  le g i s l a t i o n
T h e  c o m p a n y  d o e s  n o t  h a v e  any  s p e c i f ic  p la n s  fo r  m a k in g  
r e p r e s e n t a t i o n s  o v e r  th e  C A P  p o l ic y  - th e y  th in k  th a t  i s  m u c h  
too b ig  a n  i s s u e  f o r  th e m ,  e i t h e r  a s  a  co m p an y , o r  a s  m e m b e r s  
of the t r a d e  a s s o c i a t i o n ,  to  ta k e  up  a s  an  i s s u e .  T h e y  b e l ie v e  
the  a r e a s  th a t  th e y  a r e  m o st a f f e c te d  w i th in  the C A P  p o l ic y ,  a r e  
th o s e  d a i r y  p r o d u c t s  w h ich  en jo y  v e r y  l a r g e  m a r k e t s  o u ts id e  
c o n f e c t io n e r y .  T h e y  th in k  the C A P  p o licy  h a s  a r e l a t i v e l y  s m a l l  
im p a c t ,  but M a r s  c e r t a in l y  b e l ie v e  th a t  th ey  m u s t  m a k e  s t r o n g  
r e p r e s e n t a t i o n s  o v e r  a d v e r t i s i n g  c h a n g e s ,  a n d  the s p e c i f ic  
l e g i s l a t i o n  th a t  a f f e c t s  c o n f e c t io n e r y .  T h ey  w i l l  do i t  a l m o s t  
e n t i r e l y  w o rk in g  th r o u g h  the  UK t r a d e  a s s o c i a t i o n ,  w h ic h  i s  the  
T o f fe e ,  C h o c o la te ,  C o n f e c t io n e r y  A l l i a n c e .
E c o n o m ie s  of B u lk  B uy ing
T h e  c o m p a n y  i s  n o t  p a r t i c u l a r l y  s e n s i t iv e  in  th is  a r e a ,  a s  i f  th ey  
w e r e  to buy  h a l f  a s  m u c h  c o c a  a s  th ey  do now i t  w o u ld  n o t  
s ig n i f ic a n t ly  a f f e c t  the  p r i c e  th a t  th ey  w ould  pay  f o r  i t .  T h a t  i s  
b e c a u s e  the co m p an y  d e a l s  w i th  the t e r m i n a l  m a r k e t ;  i t  d e p e n d s  
on the  s ta t e  of the  co co a  t e r m i n a l  m a r k e t .  If t h e r e  i s  a s h o r t  
su p p ly  s i tu a t io n  w ith  d e m a n d  r i s i n g ,  th e n  i t  is  p r e f e r a b l e  to  be
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in  a  s i tu a t io n  w h e r e  not m u c h  c o c o a  i s  n e e d e d .  On the  o th e r  h a n d ,
one co u ld  a r g u e  th a t  b e c a u s e ,  a s  an  in t e r n a t i o n a l  g ro u p ,  th e y  buy
v e r y  l a r g e  v o lu m e s  of c o c o a ,  in  f a c t  th e y  a r e  th e  m a j o r  w o r ld  b u y e r ,
th a t  g iv e s  th e m  a  c e r t a i n  a m o u n t  of in f lu e n c e  on th e  m a r k e t  w h ich
th e y  c o u ld  e x e r c i s e  in  s o m e  in s t a n c e s  to th e i r  a d v a n ta g e .  B u t
M a r s  th in k s  th i s  s i tu a t io n  can m a k e  th in g s  m o r e  d i f f ic u l t  f o r
th e m  as  w e ll ,  a s  th ey  a r e  w a tc h e d  b y  the  r e s t  of th e  m a r k e t ;
anything that th ey  d o , significEint to  th e ir  own dem and, h as an
im p a c t  o n  th e  m a r k e t  p r i c e ,  an d  th i s  c a n  w o rk  a g a in s t  t h e m .
T h e y  a r e  n o t  s u r e  th a t  on c o c o a  t h e r e  is a  l a r g e  b e n e f i t  in b u lk
buy ing  b u t  w h e r e  the b e n e f i t  c o m e s  i s  in p ro v id in g  th e m  w ith  the
a b i l i ty  to  r e s e a r c h  in to  the  c o c o a  c r o p  - to  fu n d  r e s e a r c h  s o
th a t  th e y  c a n  a n t ic ip a te  m o r e  p r e c i s e l y  w h a t  the  m a r k e t  m a y  d o .
F o r  o th e r  m a t e r i a l  th in g s ,  l ik e  p a c k a g in g ,  w h e r e  th e y  a r e
v e r y  d e p e n d e n t  on e x t e r n a l  s u p p l i e r s .  M ars*  r e q u i r e m e n t s  a r e  m u c h
m o r e  d i v e r s e  - t h e r e  a r e  m o r e  ty p e s  of p a c k a g in g  n e e d e d  in s t e a d
of one  type  of co co a  - th e n  b u y in g  in  b u lk  c e r t a i n l y  d o e s  h a v e
a d v a n ta g e s ,  a n d  p u ts  th e m  a t  l e s s  r i s k  in  t e r m s  of th e i r  c o n t in u i ty
of supp ly . B u t  the  co m p an y  h a s  n o t  s a id  i n  th i s  a r e a  th a t  in  the  end
b u lk  b u y in g  w a s  a m a jo r  c o n s i d e r a t i o n .
E c o n o m ie s  of S c a le  
M a r k e t in g  E c o n o m ie s  o f  S ca le
T h e r e  a r e  l a r g e  e c o n o m ie s  of s c a le  in  th i s  a r e a ,  b u t  the  co m p an y  
is  no t s u r e  th a t  th ey  w ould  r a n k  th e m  h ig h e r  th a n ,  s ay ,  the 
a b i l i ty  to  u s e  l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t ,  a s  M a r s  p u t  c o n ­
s id e r a b l e  e m p h a s i s  on the  c a p i t a l  e m p lo y e d ,  a n d  e x p e c t  to  have  a 
h igh  r e t u r n .  O th e r  c o m p a n ie s  w o u ld  be  q u ite  h ap p y  to ta k e  so m e  of 
M a r s '  m i n o r  p r o d u c t s  - p r o d u c t s  th a t  th ey  g e t  r i d  of - b e c a u s e  i t  
w ould  p r o v id e  th e m  w ith  w h a t ,  to t h e i r  v ie w , w o u ld  b e  a  s a t i s f a c t o r y  
r a t e  of r e t u r n .  M a r s  j u s t  w ou ld  no t e n t e r t a i n  th i s  id e a .  T h ey  a r e  
v e r y  s e n s i t iv e  to  a ch an g e  in  d e m an d ,  in t e r m s  of the  r e t u r n  th a t  
th ey  c an  m a k e ,  b e c a u s e  th e y  en joy  a  v e r y  low  m a r g i n  of s a l e s ,  
and  a v e r y  h igh  r e t u r n  on a s s e t s .  T h i s  m e a n s  i f  t h e i r  d e m a n d  f a l l s .
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an d  th e y  c a n n o t  r e d u c e  th e i r  f ix e d  c o s t s  q u ic k ly  enough , th e n
th e i r  r e t u r n  on a s s e t s  d r o p s  v e r y  s h a r p l y .  1975 saw  the b ig g e s t
o v e r a l l  d ro p  in  th e  UK c o n f e c t io n e r y  m a r k e t  d e m a n d  for m o r e
th a n  tw en ty  y e a r s ,  l a r g e l y  a s  a  r e s u l t  of p r i c e  e f f e c t s .  I t  h u r t
M a r s  l e s s  th an  th e i r  c o m p e t i t o r s ,  b u t  i t  d id  h u r t  th e m ,  and th e y
h a d  to  u n d e r ta k e  m a j o r  c o s t  r e d u c t io n  p r o g r a m m e s  a s  a r e s u l t .
T h e y  w e re  a b le  to  fa c e  th a t  s i tu a t io n ,  a s  they  e n jo y e d  a v e r y  good
c o n t r ib u t io n  f r o m  th e i r  m a n u f a c tu r in g  d iv is io n ,  th ey  had  p o s tp o n e d
c a p i t a l  p r o j e c t s  w h ic h  w o u ld  h a v e  b e e n  u n d e r t a k e n  l a s t  y e a r ,  a n d
th e y  p r o b a b ly  m a in ta in e d  t h e i r  e q u ip m e n t  to  a  lo w e r  s t a n d a r d  th a n
th e y  w o u ld  h a v e  done o t h e r w i s e .  T h e y  r a n  w ith  f e w e r  p e o p le ,  th e y
r e d u c e d  th e i r  s c r a p  le v e l s  ; th e y  found  w a y s ,  in  o th e r  w o r d s ,  of
r e d u c in g  c o s t s  - p r o b a b ly  a t  th e  s a m e  t im e  p u t t in g  g r e a t e r  s t r a i n
on the  p e o p le  in v o lv ed , b u t  i t  w a s  r e c o g n i s e d  th a t  th is  w a s  a
s e r i o u s ,  b u t  t e m p o r a r y  s i tu a t io n ,  and  t h i s  w a s  a c c e p te d .
D is t r i b u t io n  F a c i l i t i e s  an d  C h a n n e ls ,  a n d  R e s u l t i n g  E c o n o m ie s
P h y s i c a l  d i s t r i b u t io n  i s  c a r r i e d  out by  c o n t r a c t  c o m p a n ie s ,  in  o th e r
w o r d s  th e  c o m p a n y  d o e s  n o t  own an y  l o r r i e s .  A l l  of th e  t r a n s f e r
of goods f r o m  th e i r  f in i s h e d  g oods  w a r e h o u s e  to  the  c u s t o m e r ,  a s
o p p o se d  to th e  c o n s u m e r ,  is d o n e  b y  e x t e r n a l  a g e n c i e s ,  b u t  a t
the  s a m e  t im e .  M a r s  a d d , tw o  th i r d s  of t h e i r  b u s i n e s s  g o es  th ro u g h
w h o le s a l e s ;  on ly  a  v e r y  s m a l l  a m o u n t  to d i r e c t  r e t a i l  o u t l e t s .  T h e
g r e a t  b u lk  of t h e i r  b u s i n e s s  g o es  to  e i t h e r  w h o l e s a l e r s ,  o r  m u l t ip le
c h a in  w a r e h o u s e s ,  an d  th a t  h a s  n o t  c h a n g e d  m u ch  o v e r  r e c e n t  y e a r s .
T h e  e c o n o m ie s  h e r e  a r e  the  r e s u l t s  of c h o o s in g  th e  r i g h t  c o n t r a c t
w ith  the  r ig h t  c a p a b i l i ty ,  a c c u r a t e  d e l i v e r i e s  an d  the  lo w e s t  c o s t .
T h e  A b i l i ty  to  a c h ie v e  T e c h n ic a l  E c o n o m ie s  of S ca le  by L in k in g  
T o g e th e r  P r o c e s s e s  in  one P r o d u c t i o n  U n it
T h e y  have  v e r y  few  b a tc h  p r o d u c t io n  p r o c e s s e s  ; n e a r l y  a l l  of t h e i r  
p ro d u c t io n  l in e s  a r e  c o n t in u o u s  p r o c e s s e s ,  so  th a t ,  i n  th a t  s e n s e ,  
th e y  h a v e  a l r e a d y  a c h ie v e d  th e  e c o n o m ie s  of s c a le  th a t  c an  be 
o b ta in e d .  A t  the  s a m e  t im e  th ey  a r e  c o n t in u o u s ly  r e v ie w in g
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w h e th e r  it i s  p o s s i b l e  to c o m b in e  l in e s  in  o r d e r  to  o b ta in  th a t  
k in d  of a d v a n ta g e .  T h e y  w ou ld  do so  w h en  th e  f in a n c ia l  c r i t e r i a  
a r e  s a t i s f i e d ,  bu t if  th e re  a r e  tw o p ro d u c t io n  l i n e s ,  the  c o s t  o f  
r e p l a c in g  b o th  by  one p r o d u c t io n  l in e  i s  s o  l a r g e ,  th a t  th ey  w i l l  
n o t  r e a d i l y  ch an g e .
E c o n o m ie s  of A t t r a c t in g ,  a n d  E m p lo y in g ,  M o re  S k i l le d  L a b o u r  
F o r c e
T h e  g r e a t  b u lk  of th e i r  la b o u r  i s  in v o lv e d  in  w ra p p in g  an d
p a c k a g in g  o p e r a t io n s ,  a n d  i s  t h e r e f o r e  u n s k i l l e d .  So no e c o n o m ie s
co u ld  be  a c h ie v e d  u n d e r  th a t  f o r m  of e c o n o m y  of s c a l e .
A b i l i ty  to  U se  L a r g e r  P l a n t  a t  L o w e r  C a p i t a l  C o s t
In c la r i fy in g  w h e th e r  th e  c o m p a n y  e n jo y s  t h i s  f o r m  of e c o n o m y  of
s c a l e .  M a r s  s t a t e d  th a t  th ey  w i l l  i n s t a l  the  l a r g e s t  p o s s ib le  p la n t
to  m e e t  the  e x p e c te d  d e m a n d ,  s u b je c t  to t h e i r  a b i l i ty  to m a in ta in
t h e i r  m in im u m  r e t u r n  on a s s e t s  r e q u i r e m e n t .  As t h i s  a n s w e r
f a i l e d  to  m e e t  the f o r m  of e c o n o m ie s  of s c a le ,  th ey  w e r e  a s k e d  to
c l a r i f y  i t ,  an d  I u n d e r s to o d  i t  to  m e a n  th a t  th ey  m e a n t  th e
e c o n o m ie s  of e m p lo y in g  s p e c i a l i s e d  and  t e c h n i c a l  e q u ip m e n t .
E f f ic ie n c y  
O u tp u t  p e r  m a n
T h e  c o m p a n y  s t a t e d  e l s e w h e r e  th a t  one of th e  f a c t o r s  of th e i r  
s u p e r i o r i t y  o v e r  c o m p e t i to r s  i s  the  h ig h  p ro d u c t iv i ty  th e y  p o s s e s .  
T h e y  added  th a t  the  p r o d u c t iv i ty  r a t i o  is  a lw a y s  im p r o v in g .  
A t t r a c t i n g  and  E m p lo y in g  M a n a g e r i a l  S k i l l s
T h e  c o m p a n y ,  u n d e r  t o d a y 's  c i r c u m s t a n c e s ,  th in k  the e x te n d e d  
m a r k e t  m ig h t ,  in f a c t ,  r e d u c e  t h e i r  a b i l i ty  to  a t t r a c t  and  r e t a i n  
the  a p p r o p r i a t e  m a n a g e r i a l  s k i l l s ,  b e c a u s e  of the  p a r t i c u l a r  UK 
p o l i c i e s .  T h e  c u r r e n t  s i tu a t io n  i n  the  UK of d e p r e s s in g  d i f f e r e n t i a l s  
b e tw e e n  m a n a g e r s  atnd p r o d u c t io n  w o r k e r  s in  t e r m s  of p a y ,  th e  
l a c k  of in c e n t iv e  w h ich  is  c r e a t e d  b y  the  i n t r o d u c t io n  of c e i l in g s  
on p a y ,  an d  the g e n e r a l  a t t i tu d e  to w a rd s  a l l  d i f f e r e n t i a l s ,  m i l i t a t e  
a g a i n s t  the  e f f e c t iv e n e s s  o f  the  UK, c o m p a r e d  w i th  E u r o p e a n  
c o u n t r i e s .  So i f  M a r s  w e r e  a d v is in g  so m eb o d y  s t a r t in g  o u t on an
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i n d u s t r i a l  c a r e e r  w h e r e  to go to  en jo y  the  b ig g e s t  r e w a r d s  long  
t e r m ,  they  w o u ld  a d v ise  th e m  to  go to c o n t in e n ta l  E u r o p e ,  b e c a u s e  
t h a t  i s  w h e r e  the  o p p o r tu n i t i e s  l i e .
T h e  E f f e c t  of the  P e r f o r m a n c e  o f  th e  UK E c o n o m y  on the  
P e r f o r m a n c e  of the  C o m p a n y
M a r s  w e r e  a f fe c te d  in  two w a y s ;  the  r e d u c t io n  in  th e  to ta l  d e m a n d  
fo r  c o n fe c t io n e ry  a s  a r e s u l t  of the p r i c e  i n c r e a s e s ,  b r o u g h t  ab o u t 
p a r t l y  by  th e  p o o r  p e r f o r m a n c e  of the  UK e c o n o m y ,  an d  in f la t io n  
w h ic h  th a t  i n  i t s e l f  in t r o d u c e d ;  a n d  p a r t ly  by  the  in f la t io n  - the  
w o r ld  in f la t io n  - of r a w  m a t e r i a l s ,  b r o u g h t  a b o u t  b y  the  o il  
s i t u a t i o n .  T h e y  w o u ld  n o t  l ik e  to  s a y  too  s t r o n g ly  w h ic h  w as  the  
m o s t  im p o r ta n t ,  a l th o u g h  c e r t a i n l y  the  UK e c o n o m y  f e a t u r e s  i n  the  
l i s t  of r e a s o n s  why the  c o n fe c t io n e ry  m a r k e t  b e c a m e  d e p r e s s e d .  
A n o th e r  e ffec t ,  th e y  b e l i e v e ,  i s  the long  t e r m  e f f e c t  on e f f ic ie n c y  
w h ic h  the  in t r o d u c t io n  o f c o n t r o l s ,  b r o u g h t  a b o u t  b y  the  p o o r  
e c o n o m ic  s i tu a t io n ,  is  go ing  to  h a v e  on t h e i r  f le x ib i l i ty  a s  a  
c o m p a n y ;  one co u ld  s ay  th a t  th in g s  like  the  p r i c e  co d e , an d  the  
c o n t r o l  o f  in c o m e s ,  has  a f f e c te d  t h e i r  e f f i c i e n c y  a d v e r s e l y ,  b u t  
t h e s e  h a v e  b e e n  b r o u g h t  a b o u t  by  th e  p o o r  p e r f o r m a n c e  o f the  UK 
e c o n o m y .
T h e  E f f e c t  of the  D e v a lu a t io n  of the £ on the C o m p a n y 's  P e r f o r m a n c e  
T h e  a c tu a l  f lo a t in g  o f  the  pou n d  h a s  n o t  a f f e c te d  th e m  b u t  the  
c o n s e q u e n t  re d u c t io n  in  i t s  v a lu e ,  a n d  the c o n s e q u e n t  c o s t  of t h e i r  
i m p o r t e d  r a w  m a t e r i a l s ,  h a s  a f f e c te d  th e m . T h e y  w e r e  d i r e c t l y  
a f f e c te d  th ro u g h  the  c o s t  o f  t h e i r  r a w  m a t e r i a l s ,  b u t  80% of w h ich ,  
in  v a lu e ,  a r e  im p o r t e d .  M a r s  a d d e d ,  a t  the  s a m e  t im e ,  th a t  the  
d e v a lu a t io n  of the pound  in  r e c e n t  t i m e s  h a s  h e lp e d  th e i r  e x p o r t  
p e r f o r m a n c e ,  and th e r e  h av e  b e e n  o th e r  w a y s  i n  w h ic h  th e y  have  
b e n e f i t e d  f r o m  the  E E C  s y s t e m ,  in  t e r m s  of e x p o r t s .  F o r  e x a m p le ,  
the  E E C  C o m m is s io n  u s e d  to h a v e  v e r y  b u r e a u c r a t i c  p r o c e d u r e s  
fo r  d e t e r m i n i n g  r e b a t e s  on th e  c o s t  of r a w  m a t e r i a l s  w h ic h  w e r e  
i m p o r t e d  an d  th en  r e - e x p o r t e d .  By c a r e f u l  s tu d y  of the  r u l e s ,  an d  
u s e  of th e  o p tio n s  w h ich  th e  C o m m i s s i o n  gave u n d e r  th o s e  r u l e s ,  
the  co m p an y  w a s  ab le  to r e d u c e  the c o s t  of t h e i r  e x p o r t s  c o m p a r e d
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w ith  t h e i r  UK c o m p e t i t o r s .  T h e  co m p an y  c a n n o t  s ay  too  m u c h ,  
b e c a u s e  th e r e  m a y  b e  s o m e  a s p e c t s  of the  p o l ic y  w h ic h  th ey  c a n  
s t i l l  c a p i t a l i s e  o n , b u t  in  g e n e r a l  the  E E C  h a d  w a y s  i n  w h ic h  one 
cou ld  in  e f fe c t  f ix  the  r e b a t e  th a t  one w o u ld  g e t  fo r  c e r t a i n  p e r io d s  
of t im e  a h e a d ,  a n d  a t  th e  s a m e  t im e  the  m e th o d s  b y  w h ic h  the  
C o m m is s io n  c h a n g e d  th e  l e v e l s  o f  the  r e b a te  co u ld  be  f o r e c a s t  f r o m  
the p e r f o r m a n c e  of the  m a r k e t s .  So th e  E E C  r e b a t e  s y s t e m  in  i t s e l f  
b e c a m e  a n o th e r  k in d  of t e r m i n a l  m a r k e t ,  in  w h ic h  one  h a d  an 
in b u i l t  a d v a n ta g e ,  b e c a u s e  one  c o u ld  f o r e c a s t  w h a t  th e y  w e r e  
going to  do, a n d  th e n  w o r k  o u t  w h a t  the  b e s t  p o l ic y  w a s .  T h a t  w as 
b e c a u s e  they  w e r e  b u r e a u c r a t i c  in t h e i r  a p p r o a c h ;  the  C o m m is s io n  
hav e  r e a l i s e d  now  th a t  p e o p le  co u ld  do th i s ,  an d  h a v e  c h a n g e d  th e i r  
b e h a v io u r .
How F a r  the  T r a d e  A g r e e m e n t s  b e tw e e n  th e  E E C  a n d  b e tw e e n  o th e r  
C o u n t r i e s  in  th e  ROW h e lp e d  the C o m p a n y 's  E x p o r t s  to th e m
N o t  s ig n i f ic a n t ly .  M a r s  s a id  th a t  i t  m a y  b e  ig n o r a n c e  on t h e i r  p a r t ,  
b u t  th ey  do not b e l ie v e  th a t  i t  h a s  h a d  any  m a jo r  im p a c t  on th e i r  
p e r f o r m a n c e  - l a r g e l y  b e c a u s e  in  the  a s s o c i a t e d  t e r r i t o r i e s  th e y  
h av e  a v e r y  h ig h  le v e l  o f  s a l e s .  A n o th e r  r e a s o n  is  th a t  M a r s '  
m a jo r  m a k e t s  a r e  th e  i n d u s t r i a l i s e d  c o u n t r i e s  of the  old C o m ­
m o n w e a l th ,  l ik e  C an a d a  an d  A u s t r a l i a ,  so th ey  h a v e  n o t  b e n e f i t e d  
so f a r .
F in a l  W o rd  of the C o m p an y  on the  UK E n t r y  in to  the  E E C ,  and i ts  
E f f e c t  on t h e i r  P e r f o r m a n c e
R e g a r d in g  r a w  m a t e r i a l s  , i f  B r i t a i n  h a d  n o t  e n t e r e d  the  E E C ,  the  
c o m p an y  w ou ld  h av e  b e e n  in  a  p r e f e r e n t i a l  s i tu a t io n ,  a s  th ey  w o u ld  
have  b e e n  a b le  to  buy  th e i r  r a w  m a t e r i a l s  f r o m  the c h e a p e s t  s o u r c e .  
T h e  f a c t  th a t  the  UK h ad  e n t e r e d ,  an d  th a t  M a r s  a s  a  co m p an y  w e r e  
q u ick  to r e c o g n i s e  o p p o r tu n i t i e s  in the C A P  s y s t e m ,  and th e  a g r e e ­
m e n t  b e tw ee n  the  E E C  an d  the  UK w h ic h  M a r s  c o u ld  tak e  a d v a n ta g e  
of, gave  th e m  a l i t t l e  b i t  o f  edge in  t e r m s  of t h e i r  p e r f o r m a n c e  
w ith  o th e r  UK, o r  E u r o p e a n ,  c o n fe c t io n e ry  m a n u f a c t u r e r s .
In g e n e r a l  t e r m s  the E E C  h as  n o t  f ig u r e d  a s  a m a j o r  f a c to r  in the
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c o m p a n y 's  th in k  o r  o p e r a t io n s ;  th e y  a r e  s t i l l  v e r y  d e p e n d e n t  on 
the  UK c o n f e c t io n e r y  c o n s u m p t io n .  T h a t  i s  M a r s  m a j o r  m a r k e t ,  
a n d  th a t  is  w h a t  th e y  a r e  h e r e  to  s a t i s f y  and  d e v e lo p ,  a n d  th e  E E C  
c h a n g e s  h a v e  n o t  r e a l ly  a l t e r e d  t h e i r  o p e r a t i o n s .
INDEX O F  TO N N ES D E S P A T C H E S
1970 1971 1972 1973 1974 1975
U K l 1 0 0 .0 1 1 3 .5 1 2 4 .5 1 3 5 .6 1 2 2 .0 1 1 2 .3
E IR E 0 . 4 0 .5 0 .6 1 .0 1 .6 1 .6
D E N M A R K 0 .4 0 .5 0 .6 0 .5 0 .6 0 .5
G ERM AN Y - - - 0 .7 0 .3 0 .2
B E L G IU M - - - - 0 .4 0 .3
H O L L A N D - - - - 0 .3 0 .1
U . S . A . 1 .0 1 .3 3 . 0 7 .0 1 1 .2 1 4 .7
O T H E R  (N O N -E E C ) 7 . 9 8 . 7 8 .6 1 0 .2 1 1 .6 9 .2
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COM PANY : T h e  A s s o c ia te d  O c t  el C o m p a n y  L im i te d  
LO C A TIO N : H e a d  O ffice  - L o n d o n
C O N T A C T : G . B .  JENSEN^ A s s i s t a n t  to  M an ag in g  D i r e c to r
T H E  ASSOCIA TED  O C T E L  COM PAN Y  L IM IT E D
C O N T A C T  :M r,  G . B ,  J e n s e n
B a c k g ro u n d :
T h e  C o m p a n y  w a s  f o r m e d  in 193 8, A ll  the  m a n u f a c tu r in g  u n i ts  
in  the U .K .  o p e r a t e d  by  th e  C o m p a n y  a r e  the  p r o p e r t y  of i t s  
s u b s id i a r y ,  A s s o c i a t e d  O c te l  C o m p a n y  (P la n t )  L t d .  T h e  f i r s t  
p la n ts  b u i l t  in  the U .K .  w e r e  a t  N o rw ic h ,  C h e s h i r e ,  fo r  the  
p r o d u c t io n  of t e t r a e t h y l  l e a d  (T E L ) a n d  a t  H a y le ,  C ornw all,  
to e x t r a c t  b r o m i n e  f r o m  s e a w a t e r  (the  b r o m i n e  i s  c o n v e r t e d  
to d e b ro m o th a n e  w h ich  is  a c o m p o n e n t  of the  c o m p o u n d ) .
T h e s e  two p la n t s  w e re  c o m p le te d  in  1940. W ith  the  g ro w in g  
d e m a n d  fo r  a n t i r o c k  c o m p o u n d s  d u r in g  th e  p o s t - w a r  p e r i o d ,  
a d d i t io n a l  l a r g e r  p l a n t s ,  c o m p le te d  by 1954 w e r e  b u il t  to  
i n c r e a s e  p ro d u c t io n .  A t E l l e s m e r e  P o r t ,  C h e s h i r e ,  T E L  and , 
m o r e  r e c e n t ly ,  te  t r a m e  thy  1 le a d  (T M L ) a r e  p ro d u c e d ,  t o g e t h e r  
w i th  s o m e  of th e  i n t e r m e d i a t e s ,  so d iu m , c h lo r in e ,  e th y lc h lo r id e  
and  d e c h lo r o c th a n e .  The o r ig i n a l  b r o m i n e  p la n t  a t  H ay le  w a s  
c lo s e d  in  1973, b u t  b r o m i n e  i s  now e x t r a c t e d  a t  a  second  p la n t  
lo c a t e d  a t  A m lw c h ,  A n g le s y  S c o t la n d ,  w h e r e  d e b r o m e e th a n e  i s  
a l s o  p ro d u c e d .  In I9 60 the  o r i g i n a l  T E L  p la n t  a t  N o r th w ic h  w a s  
c o n v e r t e d  f o r  p r o d u c t io n  o f  T M L . T h e  a s s o c i a t e d  O c te l  C om p an y  
L t d . , i s  p a r t  of the  O c te l  g ro u p ,  w h ic h  c o n s i s t s  of i t  a n d  i t s  
s u b s i d i a r y  and  a f f i l i a te d  c o m p a n ie s  in  the  U . K . ,  F r a n c e ,  G e r m a n y  
and  I t a ly .  T h e  O c te l  G ro u p e  i s  c o n c e r n e d  w ith  th e  m a n u f a c tu r e  of 
le a d  A L K Y L  a n t in o c k  c o m p o u n d s  f o r  a d d i t io n  to  g a s o l in e .  T h e s e  
p r o d u c t s ,  r e f e r r e d  to  a s  c o m p o u n d s ,  a r e  d i s t r i b u t e d  to r e f i n e r i e s  
in  m o s t  p a r t s  of the  w o r ld ,  o u ts id e  N o r th  A m e r i c a n  C o n t in e n t .
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P r i c i n g  P o l i c y
I t  h a s  a  f l e x ib le  p r i c i n g  p o l ic y ,  s t a r t s  w ith  the  c o s t ,  p lu s  
f o r m u l a ,  a n d  t a k e s  in to  a c c o u n t  a lw ay s  the  c o m p e t i t o r s  p r i c e s .
M a in  C o m p e t i to r s  a n d  C o m p e t i t io n
F o u r  A m e r i c a n  C o m p a n ie s ,  one of th e m  in  G r e e c e .  In  the  
E E C  t h e r e  i s  one c o m p a n y  in  I ta ly  c a l l e d  "S low y” i t  is  a v e r y  
s m a l l  c o m p a n y  th a t  o n ly  p r o d u c e s  1300 to n s ,  e c o n o m i c a l  
p r o d u c t io n  w o u ld  h av e  to  b e  o v e r  25000 to n s .
So, t h e r e  a r e  n o  n a t io n a l  f i r m s ,  in  the  E E C  c o m p e t in g  a g a in s t  
the  C o m p a n y ,  o th e r  th a n  th e  I t a l i a n  C o m p a n y  a n d  th e  A m e r i c a n  
C o m p a n y  in  G r e e c e .
T h e  C o m p a n y  d o e s  n o t  f a c e  a  p e n e t r a t i o n  of the  U .K .  m a r k e t  
f r o m  o u t s i d e r s .  P r i c e  r e g u la t i o n s  in  th e  U .K .  m a k e s  i t  v e r y  
d i f f ic u l t  and  n o t  w o r th w h i le ,  f o r  o v e r s e a s  c o m p a n ie s  to  c o m p e te  
a g a i n s t  th e  U .K .  low p r i c e ,  a s  c o m p a r e d  w ith  th e  h ig h  p r i c e s  
th e y  cam g e t  in  G e r m a n y  o r  I t a l y ,
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T h e y  h av e  e n g in e e r in g  a n d  r e s e a r c h  d e p a r t m e n t s .  T h e y  p la y  a 
g r e a t  r o l e  on th e  o p e r a t io n s  s id e ,  b u t  th e y  a r e  no t in v o lv e d  in 
p r o d u c in g ,  o r  d e v e lo p in g ,  a n e w  p r o d u c t ;  t h e r e  a r e  n o  a r e a s  
f o r  n ew  p r o d u c t s  and  p r o d u c t  r e s e a r c h  s to p p e d  40 y e a r s  a g o .
T h e  p r o d u c t io n  p r o c e s s  is  th e  a r e a  in  w h ich  d e v e lo p m e n ts  i s  l i k e ly .  
T h e  p r o d u c t  and  i t s  i n g r e d i e n t s  a r e  s e t t l e d  w o r ld  w id e ,  b u t  the
m a k in g  o f  i t ,  a n d  w h a t  h a s  to  b e  in c lu d e d  in  i t  c a n  b e  im p r o v e d .  
T h e y  a r e  a l s o  in v o lv e d  in  im p r o v in g  the  e f f ic ie n c y  of one of 
th e  e l e m e n t s  u s e d ,  s o d iu m  f o r  i n s t a n c e ,  and  th e  q u a n t i ty  th e y  
c a n  g e t  f r o m  th e  e l e m e n t  b y  c h a n g in g  the  t e m p e r a t u r e ,  o r  th e  
c h e m i c a l  p r o c e s s e s  n e e d e d .
W ho h a n d le s  th e  s a l e s
T h e  C o m p a n y  s e l l s  d i r e c t l y  to  i t s  c u s t o m e r s  a n d  s e l l s  th r o u g h
3.
a g e n ts  a s  w e l l .  M o s t  c o u n t r i e s  in  th e  w o r ld  h av e  a g e n ts  
a p p o in te d  by th e  C o m p a n y ,
T h e  S a le s  a n d  M a r k e t in g  fu n c t io n s
T h e r e  i s  no  s e p a r a t e  o r g a n i s a t i o n  th a t  d e a l s  w i th  e a c h  in d iv id u a l ly ,  
b o th  fu n c t io n s  a r e  d e a l t  w ith  in  th e  s a m e  d e p a r tm e n t .
T h e r e  i s  a  m a r k e t in g  m a n a g e r ,  and  th e  s a l e s  m a n a g e r  r e p o r t s  to  
h im ,  b u t  th i s  a r e a  i s  go ing  to  be  r e o r g a n i s e d .
T h e  M a r k e t in g  m a n a g e r  h a s  d i s t r i b u t io n ,  s a l e s ,  su p p ly  and p la n n in g ,  
r e p o r t i n g  to  h i m  f o r  the  t im e  b e in g .
A d v e r t i s in g  an d  p r o m o t io n ,  a s  t a s k s  o f  th e  m a r k e t i i ^  fu n c t io n ,  a r e  
n o t  e x e r c i s e d  in  the  C o m p an y  ; p r o d u c t s  a r e  so ld  only  to  o il  
c o m p a n ie s  an d  r e f i n e r i e s ,  in  to t a l  250 of th e m  a ro u n d  th e  w o r ld .
T h e  p r o m o t io n  i s  c o n d u c te d  b y  p e r s o n a l  c o n ta c t ,  an d  th ro u g h  
t e c h n ic a l  p u b li  ca tio n s  o f  th e  C o m p a  ny .
T h e  m a r k e t  r e s e a r c h ,  to  d e t e r m i n e  th e  to t a l  m a r k e t  and i t s  t r e n d ,  
i s  u n d e r ta k e n  b y  the  S a le s  d e p a r t m e n t .
G ro w th  of s a l e s  in  1971-1975
T h e r e  w a s  no  c h a r g e  in  the  l a s t  five  y e a r s .
P r  o f i tab i l i ty
It w a s  s a t i s f a c t o r y ,  in t e r m s  of c a p i t a l  i n v e s t e d  a n d  t u r n o v e r .
S p e c ia l  f e a t u r e s  the  C o m p an y  h a s  w h ic h  g iv e s  i t  a  s p e c i a l  p la c e  
in  the M a r k e t
O w n e rs  T h e  C o m p a n y  i s  ow ned  by  five of th e  S ev e n  S i s t e r s  of 
the  o i l  w o r ld .  T hey  s e t  the  C o m p a n y  to  m a k e  a p a r t i c u l a r  p r o d u c t ,  
n o t  to  go in to  o th e r  p r o d u c t s ,  w h ic h  is  c e r t a i n l y  a n  a d v a n ta g e .  
P a t e n t s  M o s t  of the  p r o d u c t s  w h ich  c a m e  1 0 -15  y e a r s  ag o , the  
A m e r i c a n s  in v e n te d  f i r s t .  T h e y  b u i l t  t h e i r  p l a n t  u n d e r  a l i c e n c e  
f r o m  the A m e r i c a n s .
E x p e r ie n c e  T h e  k now ledge  th e y  h a v e  i s  n o t  b e t t e r  th an  t h e i r  
c o m p e t i t o r s .  In  f a c t  in  m a n y  a r e a s  the  C o m p a n y  c o o r d in a te s
4 .
w ith  i t s  c o m p e t i t o r s ;  In s a fe ty  f o r  in  s ta n c e ,  b e c a u s e  the  p r o d u c t  
i s  e x t r e m e l y  d a n g e r o u s  a s  i t s e l f ,  n o t  w h e n  u s e d  a s  a  f in a l  p r o d u c t .  
T h e  p r o d u c t  i s  an  o r g a n ic  to x ic  m a t e r i a l  and  t h e r e f o r e  in  m a n y  
a r e a s  of d i s t r i b u t i o n s  a n d  h a n d lin g ,  th e y  c o m b in e  w ith  th e i r  
c o m p e t i t o r s ,  a n d  e s t a b l i s h  s t a n d a r d s  f o r  the  i n t e r n a t io n a l  b o d ie s  
an d  t r y  to  c o m e  to  a g r e e m e n t  a s  to  m e th o d s  of d i s t r i b u t i o n .
In p ro d u c t io n  p r o c e s s e s ,  th e y  c o o p e r a te  a s  w e l l .  T he  p r o d u c t  i s  
d a n g e r o u s  to  m a k e ;  t h e r e  a r e  s o m e  r e a c t i o n s  f r o m  th e  huge 
c o n t a i n e r s  th e y  u s e ,  a n d  i f  t h e r e  i s  an  e x p lo s io n  i t  g o es  th ro u g h  
to  the  c o n ta in e r  v e s s e l s .
So, the  e x ch a n g e  of e x p e r i e n c e  i s  h e lp in g  the  c o m p a n y  to  g a in  a 
u n iq u e  p l a c e .
B r a n d  N am e
A s  th e y  a r e  n o t  a C o n s u m e r  P r o d u c t  o p e r a t o r ,  th e y  h av e  no  
b r a n d  n a m e .
C o v e r in g  th e  e l e m e n t a r y  q u e s t io n n a i r e  
P l a n t s  in  th e  E E C  C o u n t r i e s
T h e y  have  h a d  a j o in t  p l a n t  in  I ta ly  s in ce  19&7, th e y  h av e  i n c r e a s e d  
the  p ro d u c t io n  by  the  kn o w led g e  e x p o r te d  to  the  p la n t  f r o m  the  U .K .  
In F r a n c e ,  th e y  h av e  h a d  a  jo in t  p la n t  s in c e  1939, j u s t  b e f o r e  the 
s e c o n d  W o r ld  W a r .
In G e r m a n y ,  th e y  h av e  h ad  a jo in t  p l a n t  s in c e  1966.
N u m b e r s  of e m p lo y e e s
T h e  C o m p a n y  e m p lo y ,  in  the  U .K .  p la n t ,  j u s t  o v e r  2, 000 
e m p lo y e e s .
H ave  th e y  t r a d e d  b e fo re  1973 w ith  one of the  E E C  C o u n t r ie s  
Y e s ,  th ey  d id  w ith  the  B e n e lu x  C o u n t r i e s ,  an d  w ith  F r a n c e ,  
G e r m a n y ,  an d  I ta ly .
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W h at did th e y  e x p e c t  the  c h a n g e s  in  t h e i r  s a l e s  v o lu m e  to  b e  in 
th e  E E C  a f t e r  U .K .  jo in e d  the  C o m m u n ity
T h e  C o m p a n y  e x p e c te d  no ch an g e ;  u n l e s s  th e y  c o n s i d e r e d  a s  
f a v o u r a b le  the  r e d u c t io n  of t a r i f f s ,  an d  t h e i r  e f f e c t  on the  
d i s t r i b u t io n  f a c i l i t i e s  i t  p r o v id e s  th e  C o m p a n y  w ith .
D id  th e  C o m p a n y 's  p r o d u c t s  c a r r y  fu l l  i m p o r t  d u ty  p r i o r  to  
U . K. e n t r y  in to  the  C o m m u n i ty
Ye s, th ey  d id .
T h e  e x p e c ta t io n  o f  i n c r e a s i n g  th é  s a l e s  v o lu m e  due to  th e  t a r i f f s  
r e d u c t io n s
N o n e , th e  C o m p a n y  e x p e c te d ,  a n d  e x p e r i e n c e d ,  no  c h a n g e s  in  
t h e i r  s a l e s  v o lu m e  due  to the  t a r i f f s  r e d u c t i o n s .
D id  th e  C o m p a n y  e x p e c t ,  a n d  th e r e u p o n  e x p e r i e n c e ,  a  c o m p e t i t io n  
in  the  U .K .  f r o m  f i r m s  in  the  E E C  c o u n t r i e s
T h e y  have  n o t  e x p e r i e n c e d  i t ,  b u t  a s  th e y  s t a t e d ,  th e y  do a lw a y s  
e x p e c t  i t ,  and  the p r e v e n ta t i v e  e l e m e n t  t i l l  now h a s  b e e n  th e  
p r i c e  code in  the  U .K .  If th i s  i s  r e m o v e d  the  C o m p an y  e x p e c t  
th a t  th e  p r i c e  w i l l  r e v e r t  to  th e  w o r ld  p r i c e ,  a n d  th a t  p r o d u c e r s  
w i l l  b e  lo o k ing  to  the  U .K .  m a r k e t .
D id  the  C o m p a n y  e x p e c t  to c h an g e  i t s  m e th o d s  of m a r k e t in g  and  
d i s t r i b u t i o n s  in  the  e x te n d e d  m a r k e t
No c h a n g e ,  a l th o u g h  th e r e  h av e  b e e n  d i f f e r e n t  th o u g h ts  a b o u t  i t ,  
b u t  th a t  d o e s  n o t  h a v e  a n y th in g  to  do w i th  the  C o m m o n  M a r k e t ,  a s  
the  C o m p a n y  i s  a lw a y s  lo o k in g  f o r  w a y s  to  r e t a i n  t h e i r  m a r k e t ,  one 
of the c h a n g e s  o c c u r e d  in G e r m a n y  e v e n  b e f o r e  th e y  s t a r t e d  
o p e r a t in g  t h e r e .
U n d e r  s e v e r e  c o m p e t i t io n  a s  th e y  a r e ,  th e  c o m p a n y  a lw a y s  lo o k s  
fo r  n e w  i d e a s .
W as  th e  C o m p an y  a b le  to  s e l l  the  s a m e  k in d  of p r o d u c ts  in  the 
e x te n d e d  m a r k e t
Y e s ,  and  t h e r e  w a s  no  n e e d  f o r  an y  c h a n g e s ,  m i n o r ,  m a j o r ,  o r  
to  a  c o m p le te ly  new  p ro d u c t .
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D id  th e  C o m p a n y  in te n d  to , o r  d id ,  i n v e s t  d i r e c t l y  by lo c a t in g  
a  n ew  p la n t ,  o r  s h a r in g  a jo in t  v e n tu r e  in  one  o f  th e  E E C  C o u n t r i e s
N o th e y  d id  n o t .  T h e  C o m p a n y  h a s  p la n ts  in  G e r m a n y ,  ow ned
p a r t l y  by th e  d a u g h te r  c o m p a n y  of t h e i r  s h a r e h o l d e r s ,  w ho a r e
S h e l l ,  B P ,  O be l,  T e x a c o  an d  S ta n d a rd  O i l  C a l i f o r n ia ,  a n d  p a r t l y
by  th e m .  T h e  C o m p a n y  h o ld s  the  m a j o r  p a r t  of the  p la n t ,
p r o d u c t io n  o r g a n i s a t i o n  a n d  m a n a g e  i t .  T h e  C om p an y  h a s  a l s o
jo in t  v e n t u r e s  in I t a ly  a n d  F r a n c e .  T h e y  do n o t  in te n d  to  p u t  m o r e
in v e s t m e n t  in o th e r  of th e  E E C  C o u n t r i e s .
F o r m s  o f  e c o n o m ie s  of s c a le  the  C o m p a n y  e x p e r i e n c e  
A s  a C a p i t a l  in te n s iv e  C o m p a n y  th e y  en joyed :
- im p r o v e d  le v e l  of p r o d u c t s  p e r  m a n ;  the  p r o d u c t iv i ty  r a t i o  i s  
a lw a y s  in  i t s  f a v o u r .
- A b i l i ty  to  u s e  l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t .  T h e  l a s t  t im e  
th e y  e x p e r i e n c e d  th is  k in d  of e co n o m y  of s c a le  w as  in  1971 w hen  
th e y  e x p a n d e d  in  th e  U .K .  w ith  a  30, 000 to n s  p l a n t .  In  c o u n t e r ­
b a la n c e  to  th e  e c o n o m ie s  th e y  a c h ie v e d  in  th e  U .K .  w e r e  th e
cîse con o m ie s  th e y  a c h ie v e d  in t h e i r  i n v e s t m e n t  in  th e  G e r m a n  p la n t ,  
w h ic h  w a s  on a s m a l l  s c a l e .  W h a t  d e c id e d  th e m  to  i n v e s t  w e r e  
the  b a r r i e r s  b e tw e e n  th e  U .K .  a n d  G e r m a n y  (b e fo re  U .K .  e n t r y  
in to  th e  C o m m u n i ty )  w h ic h  th ey  w a n te d  to  a v o id .
- L o n g e r  p r o d u c t io n s
T h e y  do e x p e r i e n c e  th a t  f o r m  of e c o n o m ie s  of s c a le  b e c a u s e  of 
the  n a t u r e  of s o m e  o f  t h e i r  o p e r a t io n s ,  w h ic h  h a v e  to  be  r u n  
24 h o u r s  a  d a y . ( I f  th e  s o d iu m  o p e r a t i o n  i s  sh u t  down, th e  so d iu m  
t u r n s  to  a  f o r z e n  so lid  a n d  i t  t a k e s  9 m o n th s  f o r  th e  p r o c e s s  to  
be  r e s t a r t e d )
- E c o n o m i e s  a r i s i n g  f r o m  e x ch an g e  of e x p e r i e n c e  b e tw e e n  the 
a f f i l i a t e d  c o m p a n ie s
T h e  v e r y  e x p e r i e n c e  of o th e r  a f f i l i a te  c o m p a n ie s ,  and  th e  f a c t  
th a t  th e y  f r e e l y  e x ch a n g e  in f o r m a t io n  ab o u t p ro d u c t io n ,  h a s  h e lp e d  
the  C o m p a n y  in  im p r o v in g  i t ' s  p ro d u c t io n  m e th o d s .  T h e  e x p e r i e n c e
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of the p ro d u c t io n  m e n ,  say  in  G e r m a n y ,  i s  a v a i l a b le  to th e m ,  and  
v i s e - v e r s a .  A n e x a m p le  of th is  i s  in  w h a t  the  G e r m a n s  d id  in  
going  to  one of the  U .K .  C o n t r a c t o r s  f o r  e q u ip m e n t  in  G e r m a n y  
to  r e m o v e  a lo a d  by a i r  ; an d  th e y  s u d d e n ly  fo u n d  th a t  th e y  h i t  
s o m e th in g  w o r th  a c q u i r i n g .
T h e  p r e p a r a t i o n s  the  C o m p a n y  u n d e r to o k  to  m e e t  the  e x te n d e d  
m a r k e t ,  ( the  E E C )  in  th e  k n o w led g e  th a t  the  U .K .  w i l l  .join the  
C o m m u n i ty
T h e  C o m p a n y  d o e s  n o t  th in k  th a t  th ey  r e a l l y  h a d  to  do a n y th in g  
a t  a l l ,  e x c e p t  to  n o te  th a t  i t  w a s  h a p p e n in g .  T h e y  h a d  a l r e a d y  
ta k e n  a c t io n  10 y e a r s  b e f o r e  h a n d ,  w hen  th e y  h a d  d e c id e d  to  b u i ld  
p la n t s  w i th in  th e  C o m m o n  M a r k e t .
In 1966 , the  C o m p a n y  h a d  a  p l a n t  in  F r a n c e ;  in  th e  i n v e s t m e n t  
d e c i s io n s  th e  C o m m o n  M a r k e t  w a s  one of th e  f a c t o r s  w h ic h  d e c id e d  
th e m  to  p u t  a  p la n t  in  G e r m a n y  i n  th a t  y e a r  (1966) , O ne of th e  
f a c t o r s  w h ic h  d e c id e d  th e m  w a s  th a t  G e r m a n y  w a s  one  of th e  
m e m b e r s  of th e  E E C ,  a n d  to  e x p o r t  t h e r e  th e y  w ou ld  h a v e  h a d  to 
go o v e r  t a r i f f  b a r r i e r s  a t  t h a t  s t a g e .  In  I ta ly  th e y  f o r m e d  a jo in t  
C o m p a n y  in  1967, a g a in  w e l l  b e f o r e  th e  U . K .  jo in e d  th e  C o m m o n  
M a r k e t :
(a) In a n t ic ip a t io n  th a t  sh e  w o u ld  jo in .
(b) T o  a v o id  th e  t a r i f f  b a r r i e r .
(c) A s  a  d i s t r ib u t io n  a d v a n ta g e ,  th a t  i t  w o u ld  be  b e t t e r  to 
m a n u f a c tu r e  in  th e  m a r k e t  i f  th e y  m e a n t  to  t r a d e  t h e r e .
(d) A s  a  n a t io n a l  i n t e r e s t  b e c a u s e  the  C o m p a n y 's  p r o d u c t s  a r e  
v e r y  im p o r t a n t  in  t e r m s  of a  b a c k g r o u n d  ta k in g  th e m  b a c k  to  
the  w a r  t i m e ,
F r a n c e ,  G e r m a n y ,  I t a ly ,  a n d  th e  U .K .  a l l  b u i l t  p l a n t s  in  the  
1 9 4 0 's f o r  n a t io n a l  s e c u r i t y  r e a s o n s ,  b e c a u s e  th e  C o m p an y  a d d  
le a d  to  g a s o l in e  a n d  th is  i n c r e a s e d  the O c te l  r a t i n g .  O b v io u s ly  
W e s t  G e r m a n y  c a n n o t  b e  w ith o u t  one  o f  th o s e  p l a n t s .
So the  C o m p a n y ,  a t  th e  t im e  th e  U .K .  jo in e d  th e  C o m m u n i ty ,  w as  
w e l l  e s t a b l i s h e d  in  t h r e e  m a j o r  c o u n t r i e s  of the  C o m m u n i ty .  T he
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c o m p a n y  d id  n o t  f e e l  th e  n e e d  to  m a k e  any  p r e p a r a t i o n s  or 
c h a n g e s  in t h e i r  o p e r a t io n s  o r  t h e i r  o r g a n i s a t i o n a l  s t r u c t u r e .
T h e y  had  e s t a b l i s h e d  c o m p a n ie s  w h o  had. o p e ra t in g  p l a n t s  a n d  who 
w e r e  s e l l in g  th e  p r o d u c t s  w i th in  t h e i r  d o m e s t i c  m a r k e t s ,  in  F r a n c e ,  
G e r m a n y  a n d  i n  I t a ly ,  In  th e  B e n e lu x  C o u n t r i e s  the  a c tu a l  p h y s i c a l  
su p p ly  w a s  m o v in g  f r o m  th e  s u r p lu s  p r o d u c t  m a d e  in  F r a n c e ,  G e r m a n y ,  
o r  I t a ly ,  A s  th e  s u r p lu s  w a s  n o t  en o u g h , t h e r e  w as a  t a r i f f  p a id  
in  m o v in g  the  p r o d u c t s  f r o m  th e  U ,K ,  to  the  B e n e lu x  c o u n t r i e s ,  
jo in in g  th e  E E C  b ro u g h t  th a t  t a r i f f s  dow n.
H ow  th e  C o m p an y  lo o k  to  th e  e x te n d e d  M a r k e t
A p a r t  f r o m  the s a v in g  i n  t a r i f f s  t h a t  th e  c o m p a n y  e n jo y e d  w i th  r e g a r d i n g  
to  the B e n e lu x  C o u n t r ie  s, th e y  w e r e  v e r y  m u c h  n e u t r a l  on the  i s s u e .  
T h e y  r e a l i s e  th a t  the  d e c i s io n  h a s  a l r e a d y  b e e n  m a d e  fo r  t h e m  in  
jo in in g  th e  E E C ,
T h e  r e l a t i o n s h i p s  a n d  h a r m o n i s a t i o n  b e tw e e n  th e  U ,K ,  p la n t  a n d  
t h e i r  s i s t e r  c o m p a n ie s  in G e r m a n y ,  F r a n c e  an d  I ta ly :
T h e  U . K .  p l a n t  c o n t r o l s  the  G e r m a n  p l a n t  c o m p le te ly ,  i n  th e  s c o p e  th e y  
a r e  a l lo w e d  by  G e r m a n y 's  n a t io n a l  law . A l l  the t r a n s a c t i o n s  a r e  in 
a r m s  le n g th  o f f ic ia l ly .  The U .K .  c o m p a n y  a l s o  i s  r e p r e s e n t e d  by  2 
m e m b e r s  on th e  b o a r d  of the  G e r m a n  c o m p a n y ,  (the  U .K .  M a n a g in g  
D i r e c t o r  a n d  U .K .  O v e r s e a s  c o o r d in a to r ) .  In  t e r m s  of C a p i t a l ,  a 
l a r g e  p r o p o r t io n  of the  G e r m a n  c o m p a n y  is  ow ned  by  the U .K .  C o m p a n y .  
T h e r e  i s  c o n t r o l  in  p r a c t i c a l l y  e v e r y  a s p e c t ,  p r i c i n g  and  p r o d u c t io n .  
H o w e v e r  w i th  th e  s a l e s  p o l ic y  t h e r e  i s  an  a g r e e m e n t  b e tw e e n  th e  U .K .  
a n d  th e  G e r m a n  c o m p a n y  th a t  th ey  s e l l  on ly  to t h e i r  d o m e s t i c  m a r k e t ,  
an d  th e  G e r m a n  c o m p a n y  w i l l  m a k e  a v a i l a b le  any  s u r p l u s  p r o d u c t io n  
to the  U. K. C o m p a n y .
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S i m i l a r  a r r a n g e m e n t s  a r e  m a d e  w i th  F r a n c e ,  th a t  the U .K .
C o m p a n y  i s  n o t  a l lo w ed  to  m a r k e t  i n  the  F r e n c h  d o m e s t i c  m a r k e t .  
T h e r e  a g a in  the  c o m p a n y  o w n s  a jo in t  co m p an y  in  F r a n c e  in  
p a r t n e r s h i p  w ith  a  b ig  c h e m ic a l  c o m p a n y ,  50% of the  c o m p a n y  
th a t  m a k e s  the p r o d u c t s  i s  ow ned b y  the  U .K .  c o m p a n y  and  
100% of th e  m a r k e t in g  c o m p a n y  a s  w e lL  T h e y  m e e t  s o m e  of th e  
o ld  F r e n c h  c o lo n ia l  s a l e s  in  N o r th  and  W e s t  A f r i c a ,  b u t  t h i s  i s  
only  a  s m a l l  p a r t  of t h e i r  m a r k e t .  A g a in  i f  t h e r e  i s  an y  s u r p lu s ,  
th ey  m u s t  m a k e  i t  a v a i l a b le  fo r  the  U .K .  co m p an y  to  b u y .
T h e  s a m e  a r r a n g e m e n t s  a p p ly  to I ta ly  ( s t a r t e d  in 1967).
(B) H a r m o n i s a t i o n  in r a w  m a t e r i a l  a n d  p u r c h a s i n g
T h e  c o m p a n y  i s  in  a  p o s i t io n  to c o m p a i r  p r i c e s ,  e x - w o r k s ,  of 
n e a r l y  a l l  the  m a n u f a c t u r e r s  w ith in  E u r o p e ,  in c lu d in g ,  o f  c o u r s e ,  
t h e i r  s i s t e r  c o n ^ a n i e s .  I t  c an  h e lp ,  i f  a  c e r t a i n  s u p p l i e r  h a s  the  
s a m e  r a w  m a t e r i a l  be u s e d  in  the  U . K . ,  F r a n c e ,  G e r m a n y  o r  
I ta ly ,  th e  c o m p a n y  c a n  m a k e  an o v e r a l l  d e a l  to  su p p ly  a l l  the  p la n t s  
a t  a  lo w e r  p r i c e ,  ( s o d iu m  is  a n  e x a m p le  fo r  tha t)
(C) H a r m o n i s a t i o n  in  c o m p e t i t io n
T h e  s i s t e r  c o m p a n ie s  do n o t  c o m p e te  w i th  e a c h  o t h e r .  T he  
G e r m a n  p la n t ,  u n d e r  th e  a g r e e m e n t ,  s e l l s  in to  the d o m e s t i c  m a r k e t  
on ly , , a n d  m a k e s  i t s  s u r p lu s  a v a i l a b le  to  the  U .K .  p la n t ,  sh o u ld  
th e  n e e d  a r i s e ,  b u t  i f  th e  U .K .  p l a n t  d o e s  n o t  w a n t  th a t  s u r p l u s ,  they  
a r e  u n a b le  to  s e l l  i t .
(D) H a r m o n y  in  P r o d u c t i o n
T h e r e  i s  g r e a t  h a r m o n i s a t io n  in  the  p ro d u c t io n ,  r e g a r d i n g  the 
p r o d u c t s ,  an d  the m e th o d s  a n d  p r o c e s s e s  u s e d
1 0 .
(E) H a r m o n i s a t i o n  in  th e  p r i c in g  p o l ic y
T h e r e  is  bound  to be  a c e r t a i n  a m o u n t  of h a r m o n is a t io n ,  a s  th e  
c o u n t r i e s  w h e r e  the  a s s o c i a t e  p l a n t s  a r e  (G e rm a n y ,  F r a n c e ,  I t a ly  
an d  th e  U . K . )  a r e  c lo s e  to  e a c h  o th e r .  If t h e r e  w a s  a d i f f e r e n c e  in  
the  S e l l in g  P r i c e s ,  the  oil c o m p a n ie s ,  o r  c h e m i c a l  d e a l e r s ,  w o u ld  
w a n t  to  buy  in  the c h ea p  c o u n t r i e s .  So, th e  p r i c e  p o l i c i e s  b e tw e e n  
the  a f f i l i a t e d  c o m p a n ie s  a r e  h a r m o n i s e d  to  m e e t  the  m a r k e t  
c o n d i t io n s  an d  r e q u i r e m e n t s .
(F ) H a r m o n i s a t i o n  in  d e c i s io n  m a k in g
T h e r e  i s  a p o s t  h e ld  u n d e r  the  n a m e  " O v e r s e a s  C o o r d in a to r "  
t h a t  i s ,  the  m a n a g e r  of the  o v e r s e a s  c o m p a n ie s .  H e h o ld s  
p e r i o d i c  m e e t in g s  w ith  the m a n a g in g  d i r e c t o r s  of the  a f f i l i a te d  
c o m p a n ie s  in  th e  E E C , w ho, w ith  the  e x e c u t iv e  c o m m i t t e e s  
in  the U .K .  a r e  in v o lv e d  in  an y  i s s u e s  w h ic h  n e e d  h a r m o n i s a t io n ,  
e s p e c i a l l y  p r i c e s ,  a n d  ta k e  d e c i s io n s  r e g a r d i n g  th e m .
T h e  M a in  M a r k e t in g  a r e a s  fo r  th e  U .K .  C o m p an y :
T h e  h o m e  d o m e s t i c  m a r k e t ,  the  B e n e lu x  C o u n t r i e s  in  th e  E E C ,  
D e n m a r k ,  I ta ly  and  E a s t e r n  E u r o p e .
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T h e  e f f e c t  of th e  e l im in a t io n  of t a r i f f s ,  on th e  e x p o r t  
S a le s  V o lu m e  to  th e  E E C  C o u n t r i e s
T h e  C o m p a n y  d o e s  n o t  th in k  the  g r a d u a l ly  e l im in a te d  t a r i f f s  
h a v e  i n c r e a s e d  th e i r  s a l e s  to  the  E E C  c o u n t r i e s ,  i t  d id  n o t  
e f f e c t  t h e i r  s h a r e  of the  m a r k e t ,  p a r t i c u l a r l y  w i th  t h e i r  
A m e r i c a n  C o m p e t i t o r s .  It h e lp e d  on ly  in  r e d u c in g  th e i r  
d i s t r i b u t in g  c o s t s ,  a n d  th e y  th in k  i t  w o u ld  co n tin u e  to  do s o .
T a r i f f  e l im in a t io n  h e lp e d  th e m  in  t h e i r  E a s t e r n  E u r o p e a n  
m a r k e t ,  a s  i t  r a t i o n a l i z e d  th e i r  d i s t r i b u t io n .  I n s t e a d  of the  
G e r m a n  and I ta l i a n  p l a n t  su p p ly in g  the B e n e lu x  c u s t o m e r s ,  
the  U .K .  p la n t  s u p p l ie s  the  B e n e lu x  C o u n t r i e s ,  a n d  the  
G e r m a n  and I ta l i a n  p l a n t  su p p ly  E a s t e r n  E u r o p e ,  so  s a v in g  
th e m s e l v e s  c r o s s  h a u ls  in  d i s t r i b u t i o n s ,  w h ich  is  im p o r t a n t  
w i th  the  h ig h  f r e i g h t  c h a r g e s  in v o lv e d .
T h e o r e t i c a l l y  i t  w o r k s  in  f a v o u r  of i n c r e a s e d  s a l e s ,  b e c a u s e  
of the  r e d u c t io n  o f c o s t  a t t r i b u t e d  to  th e  e l im in a t io n  of t a r i f f s ,  
to g e th e r  w ith  the  e f fe c t  of the d e v a lu a t io n  of the  p ound .
P r a c t i c a l l y  i t  d id  n o t  h a p p e n  a s  th e  c o m p a n y  f a c e d  s e v e r e  
c o m p e t i t io n  f r o m  the  A m e r i c a n  C o m p a n ie s  w ho d o m in a te  
th e  fo u r  b ig  m a n u f a c tu r in g  p la n t s  in th e  i n d u s t r y .  T h ey  
p ro d u c e  750, 000 to n s  of th e  com pound w h ic h  the c o n ^ a n y  m a r k e t s ,  
an d  the  c o m p a n y  p r o d u c e  200, 000  t o n s .
T h e  c o m p a n y  r a t e d  i t s e l f  N o , 3 a m o n g  w o r ld  p r o d u c e r s ,  a f t e r  
two b ig  A m e r i c a n  c o m p a n ie s
T h e  S ta te  of th e  B r i t i s h  E c o n o m y  a n d  the  C o m p an y :
T h e  d e v a lu a t io n  o f  th e  £ s a n d  the  e l im in a t io n  of t a r i f f s  
a r e  the  tw o f a c t o r s  w o rk in g  in  f a v o u r  of th e  c o m p e t i t iv e  c o s t  
p r i c e  p o s i t io n  of the  c o m p a n y .  T h i s  co u ld  b e  o f f s e t  by th e  
h ig h  in f la t io n  r a t e  in  the  B r i t i s h  e c o n o m y  w ith  i t s  im p l i c a t io n s
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for  the  e x p o r t  p r i c e s .
B u t  a s  the  co m p an y  i s  a  c a p i t a l  in te n s iv e  u n d e r t a k in g ,  the  w age 
in f la t io n  e l e m e n t  dose  n o t  p la y  a  d i r e c t  r o l e  in  i n c r e a s i n g  t h e i r  
c o s t .  T h e  m a in  m a t e r i a l  th e y  u s e  i s  i m p o r t e d  ( la id ) ,  w h ich  
w ould  be  i n c r e a s e d  in  p r i c e  b y  the  d e v a lu a t io n  of th e  pound, 
m a k in g  t h e i r  o p e r a t io n  c o s ts  i n c r e a s e .  So, the  d e v a lu a t io n  of the 
£ s  w h ich  w ould  be f a v o u ra b le  in  p r i c e  t e r m s  h a s  b e e n  o f f s e t  by  
the  r i s e  in the  c o s t  of the  m a t e r i a l  th ey  i m p o r t  fo r  th e  s a m e  
r e a s o n .
W h at w o rk e d  in  f a v o u r  of t h e i r  im p o r t s  b i l l  w a s  th e  r e l a x a t i o n  
in  c o m m o d ity  p r i c e s  ( w o r l d w i d e )  due  to th e  r e c e s s i o n  in  the  
w o r ld  e c o n o m y .  W ith  th e  w o r ld  e c o n o m y  p ic k in g  u p , the r i s e  
in  c o m m o d ity  p r i c e s , h a s  i n c r e a s e d  th e i r  c o s t s .  O th e r  f a c to r  s 
to  be c o n s id e r e d  to  do w ith  th e  i n c r e a s e  in  the m a t e r i a l ,  i m p o r t s  
b i l l s  a r e ,  the  i n c r e a s e  in d e m a n d  b e c a u s e  of th e  e x p e c ta t io n  o f  
p r i c e  r i s e ,  the  b u i ld in g  up of s to c k s  a s  th e  r e c e s s i o n  r e a c h e d  
i t s  b o t to m , and  the  r e f l a t i o n a r y  p o l ic ie s  w o r ld  w ide  w h ic h  w e r e  
b e g in n in g  to ta k e  e ffec t .
T h e  to ta l  m a r k e t  is d e c l in in g ,  t h e r e  h a s  b e e n  a c o s t  i n c r e a s e  in 
r a w  m a t e r i a l s ,  w h ic h  h a s  b e en  p a s s e d  to  the  c u s t o m e r ,  
the  co m p an y  t h e r e f o r e  i s  s t i l l  p r o f i t a b l e .  T h e  c h a n g e s  in  s t e r l i n g  
v a lu e s  m e a n s  th a t  th e  s e l l in g  p r i c e  is  lo w e r  a g a i n s t  t h e i r  c o m p e t i to r  
T h e  r e v e r s e  e f f e c t  i s  th a t  th e i r  c o s t  i n c r e a s e s  fo r  the  s a m e  r e a s o n s ,  
c h a n g e s  in s t e r l i n g  v a l u e s .  T h e  only  a d d e d  v a lu e  in  the  c o m p a n y "  s 
o p e r a t io n s  in  the  U .K .  is  l a b o u r .  M o s t  of th e  c o m p a n y ’s p r o d u c t s  i s  
c o n n e c te d  w ith  e n e r g y ,  im p o r t e d  th ro u g h  c ru d e  o i l ,  w h ic h  c o n ta in s  
E th y l  C h lo r id e  f r o m  w h ich  th ey  m a k e  E th y le n e .  So th e  c o s t  i s  
d i r e c t l y  a t ta c h e d  to the  c a s e  of c r u d e  o il .
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T h e  m a jo r  e l e m e n t s  of th e i r  p r o d u c t io n  a r e  BROM INE and  
D IB R O M O E T H A N E  w h ic h  r e q u i r e  a  l a r g e  a m o u n t  of e l e c t r i c i t y  
to e x t r a c t  th e m  f r o m  s e a  w a t e r .  T h i s  a g a in  is  a n  e n e r g y  c o s t  
w h ic h  i s  d i r e c t l y  r e l a t e d  to  the  c o s t  of c ru d e  o i l  an d  c o s t s  o f  c o a l .
A ny  b e n e f i t  the  co m p an y  go t f r o m  th e  d e v a lu a t io n  in  t e r m s  of lo w e r  
e x p o r t  p r i c e s ,  is  q u ic k ly  o f f s e t  by  the  c o s t  r i s e  in  o th e r  e l e m e n t s .
So to  s u m a r i s e  th e  e f f e c t  of th e  s t a t e  of th e  B r i t i s h  e c o n o m y , the 
c o m p a n y  e m p h a s i s e d  th e  fo l lo w in g  f a c t o r s  :
(a) th e  o il  c r i s e s  a n d  th e  i n c r e a s e  in  o i l  p r i c e s .
(b) th e  i n c r e a s e  of th e  c o s t  o f  th e  im p o r t e d  ra w  m a t e r i a l  d u e  to th e  
d e v a lu a t io n  of £
(c) th e  i n d i r e c t  e f fe c t  of the  w age  in f la t io n ,  w h ic h  i s  h i ^ e r  th a n  
th e i r  c o m p e t i t o r s .
A s  th e  c o m p a n y  p a s s e d  the  e f fe c t s  of th e  above  f a c t o r s  to  the  
c u s t o m e r s ,  i t  a f fe c te d  th e i r  c o m p e t i t io n  p o s i t io n .
T h e  C o m p a n y 's  p r o d u c t  a n d  i t s  p o s i t i o n  an d  e f fe c t  on c o s t  
T h e  c o m p a n y  p r o d u c e  t e t r a  A th y l  l e a d  w h ic h  is  ad d ed  to g a s o l in e ,  
to  im p r o v e  i t ' s  O c te l  r a t i n g .  I t  i s  the  c h e a p e s t  w a y  to  im p r o v e  th e  
O c te l  r a t in g  of g a so l in e  to  m e e t  the r e q u i r e m e n t s  of the  m o to r  c a r .  
T h e  p r o d u c t  i s  b e in g  l e g i s l a t e d  out of e x i s t e n c e .  In G e r m a n y  i t  h a s  
b e e n  r e d u c e d  by  a b o u t  2 /3 ,  in  A m e r i c a  i t  w i l l  go d o w n  b y  a b o u t  
two t h i r d s  b y  1980.
So t h e r e  i s  a t r e m e n d o u s  s u r p lu s  p r o d u c t io n  c a p a c i ty  t h r o u ^ o u t  
the  w o r ld  w h ic h  h a s  an e ffe c t  on p r i c e s .  I t  m a k e s  the c o m p a n y  l e s s  
c o m p e t i t i v e .  T h e r e  i s  no  b e n e f i t s  r e d u c in g  c o s t ,  th ro u g h  e l im in a t io n  
of t a r i f f s .  T h i s  s p a r e  c a p a c i ty ,  the c o m p a n y  f o r  s o m e  r e a s o n  d e c l in e d  
to  c o m m e n t  on .
T h e  a d v a n ta g e s  in  th e  C a s e  of th e  C o m p a n y  of B r i t a i n  jo in in g  the  E E C  
T h e  f a c t  th a t  the  c o m p a n y  h as  to  p a y  n o  t a r i f f s ,  a n d  th e  e f fe c t  of th a t  
on th e  r a t i o n a l i s a t i o n  of t h e  c o m p a n y 's  d i s t r i b u t i o n s  c o s t .
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If th e y  w e r e  an  e x p an d in g  c o m p a n y ,  w h ich  th e y  a r e  n o t ,  i t  
w ou ld  m a k e  i t  e x t r e m e l y  e a s y  f o r  th e m  to  s e t  th e  n e x t  
e x p a n s io n  in  th e  U . K . ,  i . e .  h a d  th e y  b e e n  in  th e  E E C  10 
y e a r s  ago , th ey  w o u ld  h av e  e x p a n d e d  in  th e  U .K .  r a t h e r  th a n  
in  G e r m a n y ,  o r  I ta ly .
A s  i t  w as  an  i n t e r n a t io n a l  c o m p an y  , b e f o r e  the U .K .  h a d  a c c e s s  
to the c o m m u n i ty ,  th e y  w e r e  th in k in g  E u r o p e a n  long  b e f o r e  
B r i t a i n ' s  e n t r y .  T he  m a r k e t  the  c o m p a n y  p e n e t r a t e s  is  w o r l d ­
w id e ,  e x c e p t  f o r  N o r th  A m e r i c a .
If B r i t a i n  h a d  n o t  jo in e d  th e  c o m m u n i ty ,  th e  s i tu a t io n  w o u ld  
h av e  b e e n  th e  s a m e ,  e x c e p t  f o r  d i s t r i b u t io n  c o s t s ;  i . e .  the  
c o m p an y  w o u ld  h av e  found th a t  i t  h a d  to  c o n t in u e  to  do c r o s s  h a u l  
d i s t r i b u t io n ,  f r o m  G e r m a n y  to  B e n e lu x ,  a n d  f r o m  U .K .  a c r o s s  
T o  E a s t  E u ro p e »  a n d  b e a r  the  c o s t  a t t a c h e d  to  t h i s .
T h e  d i s a d v a n ta g e s ,  i f  t h e r e  a r e  éiny f o r  th e  c o m p a n y ,  due  to  
B r i t a i n ' s  e n t r y  in to  the  E E C .
In the l e g i s l a t e d  r e d u c t io n  of the l e a d  c o n te n t  o f  g a s o l in e ,  the  
G e r m a n s  took  m o s t  of t h e i r  in f o r m a t io n  f r o m  the  U .S .  T h e  
G e r m a n s  d e c id e d  on h e a l th  g ro u n d s  to  in t r o d u c e  l e g i s l a t i o n  w h ich  
r e d u c e s  the l e v e r a g e  o f  l e a d  to 0 .4  g r a m s  p e r  l i t r e  in  1972 and  
to 0. 15 in  1976. F r a n c e ,  I ta ly  an d  B e n e lu x  on the o th e r  h a n d ,  
w e r e  only  i n t e r e s t e d  in  r e d u c in g  the  le v e l  in  19 76 (the s e c o n d  
s tag e  of the G e r m a n  one) dow n to 0 .4 ,  a n d  a t  so m e  l a t e r  s t a g e  
to ta k e  the  c o n te n t  of th e  r e g u l a r  g a s o l in e  dow n to 0 .1 5 ,  le a v in g  
s u p e r  g a s o l in e  a t  0 .4 .
In 1973 t h e r e  w a s  th e  o i l  c r i s e s ,  a n d  e v e ry b o d y  r e a l i s e d  th a t ,  
a l th o u g h  th e y  m ig h t  l ik e  to ta k e  l e a d  ou t of p e t r o l ,  th is  w a s  a 
v e r y  e x p e n s iv e  w ay  of l e g i s l a t i n g  f o r  h e a l th ,  a n d  G e r m a n y  w as  
p r e s s i n g  h a r d  to g e t  th e i r  le v e l  a d a p te d  to th a t  of the  E E C .
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N ow  F r a n c e ,  I ta ly ,  and  the  U .K .  , h a v e  jo in e d  t o g e th e r ,  an d  
the  r e d u c t io n s  w i l l  go a h e a d  a t  a  l a t e r  t i m e .
D is  h a r m o n i s â t  ion d e r iv e d  f r o m  th a t  i t  cou ld  h a v e  b e e n  a n  
o b s ta c le  to e n t ry  and so  w a s  a  d i s a d v a n ta g e .
T h i s  i s s u e ,  t h e r e f o r e ,  h a s  b e e n  d ro p p e d  fo r  m o r e  im p o r t a n t  
i s s u e s  in  th e  o i l  i n d u s t r y ,  w h ic h  a r e  f o r  m o r e  d e m a n d in g  fo r  
the  c o s t s  in v o lv e d .
T h e r e  is  an  a d v a n ta g e  w h ic h  co u ld  be  d ra w n  o u t  of th a t  
i s s u e ,  th a t  the c o m p a n y ,  a f t e r  B r i t a i n ' s  e n t r y  in to  th e  
c o m m u n i ty ,  h a d  an  e q u a l  s a y  th r o u g h  the  c o m m is io n ,  an d  c an  
in f lu e n c e  d e c i s io n s  ta k e n .  A s  e v id e n c e  to  show  th a t  the  U . K . ,  
F r a n c e ,  an d  I ta ly ,  a r e  p r e s s i n g  th e  G e r m a n s  n o t  to  r e d u c e  
the  l e a d  p e r c e n ta g e ;  the  G e r m a n s  a r e  a l r e a d y  a c c u s e d  o f u n ­
f a i r  t r a d in g  w i th in  the  C o m m o n  M a r k e t ,  due to  th i s  i s s u e .
T h e  a l t e r n a t i v e  to  b r in g in g  th e  G e r m a n s  in to  l in e  w ith  the  
o th e r  E E C  c o u n t r i e s  i s  to  b u i ld  c a p i t a l  e x p e n s iv e  r e f i n e r y  
e q u ip m e n t ,  r e f o r m e r s ,  a n d  m o r e  c r a c k e r s  w h ic h  the 
G e r m a n s  h av e  a l r e a d y  d o n e .  So the m a jo r  c o m p a n ie s  in  
G e r m a n y  w o u ld  o b je c t  to  the  U . K . ,  a n d  o th e r  E E C  c o u n t r i e s ,  
p r o p o s a l .  T h e  only  th in g  th e y  m a y  a g r e e  to do i s  to  d e la y  th e  
p r o c e  s s .
A n o th e r  c o n c lu s io n  i s  th a t  the  G e r m a n  m a r k e t  w o u ld  c o n su m e  
l e s s  p r o d u c t s  an d  th i s  w o u ld  a f f e c t  the  m a r k e t  of the  oil 
r e f i n e r i e s  w ho w ould  buy  l e s s  of the  p r o d u c t s .  An e x a m p le  
i s  t h a t  the  G e r m a n s  w ould  c o n s u m e  a b o u t  25, 000 to n s  a t  th e  l e a d  
l e v e l  in 1971, bu t now  th e y  a r e  c o n su m in g  only  8000 to n s ,  so  
t h e r e  h a s  b e e n  a r e d u c t io n  of 17000 to n s .  In the  U .S .  the  
m a r k e t  i s  go in g  down f r o m  600, 000 to n s  to  200, 000 to n s .
T he  c o m p a n y 's  p r o d u c t io n  of A th y l  l e a d  i s  b e c o m m in g  
o b s o le te  in  G e rm a n y  a n d  th e  U . S . ,  an d  in  th e  r e s t  of the 
B e n e lu x  C o u n t r ie s  the  m a r k e t  i s  d e c r e a s i n g .
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T h e  b e n e f i t s  th e  c o m p a n y  e x p e r i e n c e d  f r o m  the t r a d e  a g r e e m e n t s  
b e tw e e n  the  E E C  and t h e  o th e r  c o u n t r i e s  in v o lv e d  in the  R O W .
T h e  c o m p a n y  d o e s  n o t  r e c a l l  any a d v a n ta g e s  i t  g a in ed  ou t  o f  th e s e  
s p e c i a l  t e r m s ,  e s p e c i a l l y  as  it  o p e r a t e s  in  s o m e  of the  m a jo r  
c o u n t r i e s ,  s u c h  a s  G r e e c e  a n d  b e c a u s e  i t  d e a l s  p r i m a r i l y  w ith  
the  o i l  r e f i n e r i e s ,  who have  s t a k e s  a l l  o v e r  the w o r ld .  A g a in  
the  t a r i f f s  s t r u c t u r e  in the r e s t  of th e  w o r ld  w ou ld  n o t  be a g a in s t  
th e m ,  b e c a u s e  n o n e  of t h e i r  p r o d u c t s  a r e  p ro d u c e d  o u ts id e  the  
U . K . ,  G e r m a n y ,  F r a n c e ,  U .S .  and C a n a d a ,  so  t h e r e  w o u ld  n o t  b e  
a n y  t a r i f f s  b a r r i e r s  in c o u n t r i e s  o th e r  th a n  th o s e ,  to  b e  
b e n e f i t e d  by  t r a d e  a g r e e m e n t s  w ith  th e m .
So, i t  d id  n o t m a k e  a n y  d i f f e r e n c e  to  th e m , o r  to  th e  in d u s t ry ,  a s  
a  w h o le .
T h e  C o m p a n y ,  p la n s  fo r  th e  f u tu r e ,  a n d  the  E E C .
I n v e s tm e n t s  : T h e r e  a r e  n o  p la n s  f o r  the f u tu r e  to  i n v e s t  d i r e c t l y ,
o r  b y  jo in t  v e n t u r e ,  in th e  E E C ,  a s  the  m a r k e t  w a s  d e c l in in g .
T h e  c o m p a n y  h a s  jo in t  v e n t u r e s  in I ta ly ,  F r a n c e  a n d  G e r m a n y ,  
a n d  th e  r e m a i n i n g  c o u n t r i e s  a r e  c o v e r e d  by the d i s t r i b u t io n  
p la n s  w h ic h  a r e  s u f f ic ie n t  to the  m a r k e t  c a p a c i ty .
T h e r e  a r e  i d e a s  to  r e t a i n  t h e s e  m a r k e t s ;  b u t  th e  c o m p a n y  i s  
n o t  in  a  p o s i t i o n  to  s p e a k  a b o u t  i t .
O r g a n i s a t i o n a l  C h a n g e s  
N o n e .
N ew  M a r k e t in g  f a c i l i t i e s  
N o n e .
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T h e  c o m p a n y  i s  v e r y  m u c h  t i e d  to  the  c o m m o n  m a r k e t ,  
th e y  p r e d i c t  th a t  t h e i r  m a r k e t  w i l l  d e c r e a s e .  T h e y  co u ld  
n o t  s e e  an y  p r o s p e c t s  f o r  e x p a n s io n .  T h e y  m a k e  ou t a  
h y p o th e t ic a l  c a s e  th a t ,  i f  th e y  w e r e  going  to  e x p an d , th e y  
w o u ld  ex p an d  in  the  U .K .  If  th e  l e g i s l a t i o n s  in th e  E E C  
i s  going to b e  v e r y  s e c u r e ,  th e y  w o u ld  c o n s id e r  t a k in g  p la n t s  
ou t of the  E E C  c o u n t r i e s  a n d  w ou ld  s t a r t  w i th  th e  m o s t  
e x p e n s iv e  m a r g i n a l  ( p r o d u c e r )  p la n t ,  s u b j e c t  to  p o l i t i c a l  
c o n s id e r a t io n s  w ith in  th o s e  c o u n t r i e s .
T h e  e x p a n s io n  p la n s ,  i f  t h e r e  a r e  a n y ,  sh o u ld  b e  in  th e  U . K . , 
b e c a u s e  l e a d  i s  c o m m o n  to  a l l  th e  E E C  a r e a ,  F r a n c e ,  I ta ly ,  
G e r m a n y  and  th e  U .K . ;  so d iu m  i s  m a d e  b y  the  c o m p a n y  f r o m  
t h e i r  own s a l t  f r o m  C h e s h i r e .  T h e  m a r g i n a l  c o s t  in  th e  U .K .  
i s  c h e a p e r  th a n  in  t h e  o th e r  t h r e e  c o u n t r i e s  w h e re  th e y  h a v e  
to buy s o d iu m .  E  thy  le  c h lo r id e  i s  a l s o  m a d e  lo c a l ly .  So 
th e y  h a v e  a n  a d v a n ta g e  in  s e t t in g  th i s  e x p a n s io n  h e r e ,  w i th  
a  h ig h e r  c o s t .
So, o v e r a l l  th e y  a r e  m u c h  m o r e  c o m p e t i t iv e  in  t e r m s  of 
m a r g i n a l  c o s t s  an d  to ta l  c o s t s ,  th a n  a l l  t h e i r  a f f i l i a t e s  i n  th e  
E E C  c o u n t r i e s  ( F r a n c e ,  G e r m a n y  an d  I ta ly ) .
T h e  C o m p a n y 's  f o r e c a s t ,  f o r  the  f u t u r e  5 y e a r s ,  i n  the  
E E C  m a r k e t  i s  f o r  a  d e c l in e ,  b e c a u s e  of the  r e d u c t io n  o f  l e a d  
in  g a s o l in e .  O nce  th e y  r e a c h e d  the  lo w e s t  l i m i t s  th e n  the  t o t a l  
m a r k e t  sh o u ld  i n c r e a s e  in  r e l a t i o n  to g a s o l in e  g r o w th .  T h a t  
sh ou ld  o c c u r  in  1981 . So i t  i s  a  s te a d y  d e c l in e  u n t i l  1981,
18 ,
A N TIK N O C K  C O M PO U N D  SALES
1973 1974 1975
1. T O T A L  SA L E S V A L U E  £ m  4 8 . 1 6 4 .5  8 4 .0
2 . O F  W HICH E X P  OR T SA L E S
QUANTITY 80% 80% 82%
3. E X P O R T  SA L E S Q U ANTITY 
T O  E . E . C .  AS P E R C E N T A G E
O F  T O T A L  E X P  ORTS 15% 14% 13%
CASE STUDY N o . 8
CO M PA N Y  : D . R . G .  F le x ib le  P a c k a g in g
L O C A T IO N : B r i s t o l
C O N T A C T : DAVID J .  ST A N C O M B E
M a n a g e m e n t  S e r v i c e s  E x e c u t iv e
D . R . G .  F L E X IB L E  PA CKAGING (B R ISTO L)
B A CK G R O U N D
(a) T h e  G ro u p
T h e  D ic k in s o n  R o b in s o n  G ro u p  is  one of the  l a r g e s t  o r g a n i s a t i o n s  
in  the p a p e r  a n d  b o a r d  in d u s t r y .  I t  w as f o r m e d  in  1966 by  the  
m e r g i n g  of J o h n  D ic k in s o n  a n d  C o m p a n y  L i m i t e d  a n d  E  S & A 
R o b in  son (H o ld in g s )  L im i te d ,  b o th  l e a d e r s  i n  t h e i r  r e s p e c t i v e  
f i e ld s  of s t a t i o n e r y  a n d  p a c k a g in g .
DRG i s  a n  i n t e r n a t i o n a l  G ro u p ,  w h o se  a c t i v i t i e s  c o m p r i s e  m a n u ­
f a c t u r i n g  o p e r a t i o n s  in  the UK, E u r o p e ,  C a n a d a ,  S o u th e rn  A f r i c a ,  
A u s t r a l i a ,  N ew  Z e a l a n d ,  w ith  a n e tw o rk  of b r a n c h e s ,  o f f ic e s ,  
d i s t r i b u t o r s ,  a n d  a g e n ts  th ro u g h o u t  the  w o r ld .
T h e  H o u se  o f  D ic k in s o n  w a s  fo u n d ed  in  1804 by  J o h n  D ic k in so n ,  
an  in v e n to r  of o u ts ta n d in g  in g e n u i ty ,  an d  a p io n e e r  of m o d e r n  
p a p e r  m a k in g .  T o d a y  D ic k in s o n s  i s  i n t e r n a t io n a l ly  f a m o u s  for 
i t s  f in e  p a p e r s  a n d  a d i v e r s i t y  of p a p e r  p r o d u c t s .
R o b in  sons  w a s  fo u n d e d  in 1844 to m a k e  p a p e r  b a g s .  I t  now  c o n s i s t s  
of a  n u m b e r  of c o m p a n ie s  w hich , to g e th e r ,  p r o v id e  a  c o m p le te  
p a c k a g in g  s e r v i c e .  T h e s e  c o m p a n ie s  s p e c i a l i s e  in  the  m a n u f a c tu r e  
of u n i t  an d  b u lk  p a c k a g in g  m ade  f r o m  p a p e r ,  b o a r d ,  p l a s t i c s ,  
f i l m s ,  an d  f o i l s .  In th e  f ie ld  of a u to m a t ic  h ig h  s p e e d  p a c k a g in g ,  
the  R o b in s o n  o r g a n i s a t i o n  can su pp ly  a b o u t  20 ty p e s  of m e c h a n ic a l  
s y s t e m s ,  s o m e  of w h ic h  a r e  m a n u f a c tu r e d  b y  m e m b e r  e n g in e e r in g  
c o m p a n ie s ,  w h ic h  a l s o  p ro d u c e  h e a v y  d u ty  m e c h a n ic a l  h a n d l in g  
e q u ip m e n t  an d  p r i n t i n g  p r e s s e s .
(b) T h e  P a c k a g in g  O p e r a t io n s
DRG P a c k a g in g  L i m i t e d  c o n s i s t s  of s e v e n te e n  m a n u f a c tu r in g  u n i t s ,  
and  f o r m s  p a r t  of th e  D ic k in s o n  R o b in so n  G ro u p  L td .  W ith  th r e e  
e x c e p t io n s  the  u n i t s  of DRG P a c k a g in g  L td .  a r e  c o n c e r n e d  w ith  
the  d e v e lo p m e n t ,  m a n u f a c tu r e ,  a n d  su p p ly  o f  p r o t e c t i v e  and  
d e c o r a t i v e  p a c k a g in g .  In t e r m s  of s a l e s ,  m a r k e t in g ,  and  
d e v e lo p m e n t ,  u n i t s  o p e r a t e  in d e p e n d e n t ly .  W h e r e ,  h o w e v e r ,  the  
n e e d s  of the  c u s t o m e r  a r e  b e t t e r  s a t i s f i e d ,  jo in t  v e n tu r e  b e tw e e n
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u n i t s  e n a b le s  th e  co m p an y  to  o ffer  a  c o m p r e h e n s iv e  s e r v i c e ,  
c o v e r in g  m o s t  a s p e c t s  of m o d e r n  p a c k a g in g  su p p ly . T he  
l a b o r a t o r i e s ,  an d  r e s e a r c h  and  d e v e lo p m e n t  d e p a r t m e n t s ,  of 
o p e r a t in g  u n i t s  h av e  the  e x te n s iv e  b a c k in g  on DRG r e s o u r c e s ,  
and  i n t e r c h a n g e  w ith  G ro u p  m a r k e t in g  and  m a n u fa c tu r in g  
o p e r a t io n s  o v e r s e a s  e n s u r e s  th a t  u n i t s  a r e  k e p t  to the  f o r e  in 
i n t e r n a t io n a l  p a c k a g in g  te c h o lo g y ,
(c) T h e  C o m p an y
F o r m e d  in 1928, and now  one of the  le a d in g  E u r o p e a n  m a n u ­
f a c t u r e r s  of p r o t e c t iv e  f le x ib le  p a c k a g in g  m a t e r i a l s  an d  l a m i n a t e s .  
M o d e rn  p la n t  and  s o p h i s t i c a te d  c o n t r o l  p r o c e d u r e s  e n s u r e  c o n ­
s i s t e n t ly  h ig h  q u a l i ty  m a t e r i a l  p r o d u c t io n .  T h e  co m p an y  is  
r e c o g n i s e d  as  one of the  w o r l d ' s  f o r e m o s t  in n o v a to r s  in  
f le x ib le  p a c k a g in g  te c h n o lo g y .  M a t e r i a l  c an  be su p p lied  in r e e l ,  
p o u c h ,  o r  s h e e t  f o r m ,  p r i n t e d  by up to  s ix  c o lo u r  f l e x o g ra p h ic ,  
o r  e ig h t  co lo u r  g r a v u r e ,  m a c h i n e s .  M a t e r i a l  c a n  be  g iv e n  
e x t r u s io n  c o a t in g s  of p o ly e th y le n e ,  E V A , P V C , and  o th e r  
d i s p e r s i o n s ,  s o lv e n t  b a s e d  l a c q u e r s ,  h o t  m e l t s  a n d  w a x e s ;  o r  
l a m in a t io n s  by  w ax , p o ly e th y le n e ,  and  w a te r  and  s o lv e n t  b a s e d  
a d h e s iv e s .  The C o m p a n y  o p e r a t e s  a  w o r l d w i d e  s a l e s  o r g a n i s a t i o n  
w ith  r e s i d e n t  r e p r e s e n t a t i v e s  a n d  a g e n ts  in m a n y  a r e a s .
Of a ll  the  c o m p a n ie s  in DRG P a c k a g in g  L i m i t e d  th ey  a r e  p r o b a b ly  
the c o m p an y  who have  done the  m o s t  s a l e s  p a c k a g in g  of m a t e r i a l s  
fo r  e x p o r t  i n  g e n e r a l ,  an d  in  p a r t i c u l a r l y  in to  E u r o p e .  T h e y  
s t a r t e d  a b o u t 40 to  5 0 y e a r s  ago ; t h e i r  m a in  p ro d u c t io n  i s  in  
p a c k a g in g  m a t e r i a l s  w h ic h  a r e  in  r o l l s ,  w h a t  th ey  c a l l  w o r k  
m a t e r i a l s  - co n t in u o u s  r o l l s  of f le x ib le  p a c k a g in g  m a t e r i a l .
T h is  i s  the  s o r t  o f  p a c k a g in g  one w ou ld  s e e  in  a  s u p e r m a r k e t  ; 
p a c k e t s  of b i s c u i t s ,  o r  p a c k a g e s  of c o n f e c t io n a r y  or sn ack  foods  
a l l  h av e  th e se  s o r t  o f  f le x ib le  w r a p p e r s  a ro u n d  th e m .
(d) T h e  P r o d u c t s  in  d e ta i l
W hat h a p p en s  i s  th a t  r o l l s  a r e  ta k e n  f r o m  p a p e r  m a c h in e s  th a t  
m ak e  p o ly th e n e  f i lm ,  o r  s i m i l a r  m a c h in e s ,  and  th e n  the  r o l l s
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a r e  s tu c k  t o g e th e r ,  o r  c o a te d  w ith  a  s p e c ia l  c o a t in g  - p r i n t e d  so 
th a t  t h e r e  a r e  v a r io u s  d e s ig n s .  T h o s e  r o l l s  a r e  ta k e n  to  a  b ig  
m a n u f a c t u r e r ,  l ik e  C a d b u r y s ,  R o w n t r e e s ,  o r  U n i l e v e r ,  w ho  
m a k e  m a r g a r i n e  o r  c o n fe c t io n a ry ;  t h e r e  a r e  a u to m a t ic  m a c h in e s  
a t  the m a n u f a c t u r e r s  p r e m i s e s  w h ic h  ta k e  th e  r o l l s  an d  cu t th e m  
in to  n a r r o w e r  w id th s .  T h e  n a r r o w e r  r o l l s  a r e  th e n  p u t  on the  
b a c k  of p a c k a g in g  m a c h in e  s, the p r o d u c t  is  b r o u g h t  in , the  
p a c k a g in g  i s  a u to m a t ic a l ly  fo ld ed  a ro u n d  the p r o d u c t ,  an d  the  
p a c k a g in g  p r o c e s s  is  f i n i s h e d .
T h e  m a n u f a c t u r e r  i s  n o t  i n t e r e s t e d  in  p r in t in g  - o r  m a k in g  the 
p a c k a g in g  - th e y  a r e  only  i n t e r e s t e d  in  p u t t in g  the  p r o d u c t  in  the  
p a c k a g e .
T h e  p a c k a g in g  th a t  th e  C o m p a n y  m a n u f a c t u r e s  i s  d e s ig n e d  fo r  a 
n u m b e r  of p u r p o s e s ,  th e  m a in  is  to be  a u to m a t ic a l ly  w ra p p e d  
a r o u n d  a p r o d u c t  to g u a r a n te e  p r o t e c t io n  to k e e p  th e  p r o d u c t  in 
i t s  f a c t o r y  c o n d i t io n .
T h e  w o rd  f le x ib le  d e s c r i b e s  th e  p h y s ic a l  p r o p e r t i e s  of the  
p a c k a g in g .  B eing  f l e x ib le ,  i t  can be  m a d e ,  p r i n t e d ,  an d  p ro d u c e d  
in b ig  r o l l s  w h ich  c a n  th e n  be  d ra w n  in to  s m a l l e r  r o l l s ,  an d  th e n  
w r a p p e d  a r o u n d  the  p r o d u c t .  It c a n  be f o r m e d  in to  a l l  s o r t s  of 
p a c k a g in g ;  so m e  p a c k a g e s  a r e  r e a l l y  q u i te  l a r g e ,  l ike  a  b ig  p a c k  
of p o ta to  c r i s p s ,  or sn a c k  fo o d s ,  s o m e  a r e  q u i te  s m a l l ,  l ik e  
s h a m p o o  s a c h e t s .  B u t  t h e s e  a r e  a l l  w h a t  the C o m p an y  c a l l  f le x ib le  
m a t e r i a l s .  The o th e r  s id e  a r e  f r o z e n  fo o d s  in  the  S u p e r m a r k e t s  - 
one s e e s  p a c k a g e s  th a t  a r e  r i g i d  c a r t o n s ,  an d  th e y  a r e  o b v io u s ly  
r e q u i r e d  to be r ig id  to g ive  s o m e  p h y s i c a l  p r o t e c t i o n  to the 
c o n te n t s ,  to  s to p  th e m  b e in g  s q u a s h e d .  Now the  c o m p a n y 's  
p a c k a g in g  g iv e s  p r o t e c t i o n ,  n o t  the  p h y s ic a l  p r o t e c t i o n  a s  the  
p a c k a g in g  is  m a in ly  for p r o d u c t s  th a t  h a v e  th e i r  own r ig id i ty ,  
o r  a r e  l iq u id s .  T h e  p r o p e r t y  th a t  th is  p a c k a g in g  g iv e s  i s  s h e l f  
l i f e ,  th e  food m a n u f a c tu r e r  w a n t s  h i s  p r o d u c t  to  be in f a c to r y  
f r e s h  c o n d it io n  f o r  one , 2, o r  3 m o n th s .  The m a n u f a c tu r e r  w i l l  
r e c o m m e n d  to the  co m p an y  the  c o m b in a t io n  of p a p e r  or p la s t i c
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th a t  th e y  r e q u i r e  th e i r  p r o d u c t  to  be w r a p p e d  to  be  c o n f id e n t  th a t  
in  3 m o n th s  the  p r o d u c t  w i l l  b e  a s  good a s  i t  w a s  w h e n  f i r s t  
w r a p p e d  in the f a c to r y .  A n o th e r  th in g  is the  p r in t in g  s ide ; 
n o w a d a y s  p r o d u c t s  h a v e  to  s e l l  t h e m s e l v e s ,  so the  p r in t in g  h a s  
to be a t t r a c t iv e  and  i n t e r e s t i n g .  T h e  C o m p a n y  c o n s i d e r s  i t s e l f  
to be s p e c i a l i s t s  in  good q u a l i ty  i l l u s t r a t i o n s  of the  c o n te n t s ,  a t  
the  s a m e  t im e  c l e a r l y  id e n t i fy in g  w h a t  the  p r o d u c t  i s .  T h e r e  a r e  
c e r t a i n  l e g a l  r e q u i r e m e n t s  h e r e ,  in  s a y in g  w h a t  the  in g r e d i e n t s  
a r e ,  an d  w h a t  the w e ig h t  i s  of e a c h  in d iv id u a l  p a c k a g e .
So, th e  C o m p a n y 's  p r o d u c t s  a r e  f le x ib le ,  in  the  s e n s e  of f le x ib le  
p r o p e r t y ,  an d  of a w h o le  r a n g e  of d i f f e r e n t  q u a l i t i e s .
S a le s  and  t u r n o v e r  in  1974-1976
T h e  t u r n o v e r  a t  the  p r e s e n t  t im e  i s  in  the  r e g io n  of £ 1 7 /18  m i l l i o n  
p . a .  ( C a le n d a r  Y e a r ) .  L a s t  y e a r  t h e r e  w a s  a  s a l e s  t u r n o v e r  o f  
£15% m il l io n ,  in  1976 th e  c o m p an y  a r e  h o p in g  th ey  w i l l  have  a 
t u r n o v e r  in  the  r a n g e  of £ 1 6 /  17 m il l io n .  Of c o u r s e  th ey  h a v e  
the  p r o b l e m  of in f la t io n ,  i t  m a y  a p p e a r  to  be  a  b ig g e r  p e r c e n t a g e  
g ro w th ,  or i n c r e a s e ,  th a n  i t  i s  i n  r e a l  t e r m s ,  so  th ey  hope  in 
1976 to  p r o d u c e  the  s a m e  a m o u n t  in  v o lu m e ,  in  r e a l  t e r m s ,  th a n  
th ey  d id  in 197 5, bu t u n f o r tu n a te ly  n o t  m u c h  m o r e ,  b e c a u s e  of 
v a r i o u s  e c o n o m ic  f a c t o r s .  In 1975 th ey  e x p e r i e n c e d  the  s lu m p  in  
the  e c o n o m y  l a t e r  th a n  a lo t  of o th e r  m a n u f a c tu r in g  c o m p a n ie s  
d id .  A  lo t  o f  t h e i r  c u s t o m e r s ,  who a re  fo o d  m a n u f a c t u r e r s ,  w e r e  
s t i l l  ta k in g  quite  l a r g e  q u a n t i t i e s  of p a c k a g in g  m a t e r i a l  a t  
t h i s  t im e  l a s t  y e a r ,  th e n  th e y  r e a l i s e d  th a t  th e y  h a d  too  m u c h  
p a c k a g in g  m a t e r i a l .  T h e  r e a s o n i n g  b e h in d  th is  sounds a  b i t  
d i f f ic u l t  to b e l ie v e  . . . .  bu t p a c k a g in g ,  to  the b u y e r  of a  food  
c o m p a n y ,  is  a s m a l l  e l e m e n t  in  the to ta l  c o s t  o f  p ro d u c t io n  so 
he  m a y  d e c id e  to s a f e g u a rd  th e  su p p ly  of p a c k a g in g ,  and  w o u ld  
r a t h e r  have  too  m u c h ,  th a n  too  l i t t l e  o f  i t .  A t  the  b e g in n in g  of 
1975 th e  in v e n to r i e s  w e r e  h igh , b e c a u s e  the  b u y e r s  w e r e  n o t  
too  w o r r i e d  - th ey  knew  th a t  t h e r e  w e r e  s h o r t a g e s  f r o m  1974
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due to  th e  r a w  m a t e r i a l  s h o r t a g e s  t h a t  w e r e  c a u s e d  d i r e c t l y  by  
the  o i l  p r i c e s  . . . .  a n d  t h e r e f o r e  the  C o m p a n y  w a s  v e r y  a c t iv e .  
T h e n  in the  c o u r s e  o f  1975, f r o m  s a y  M ay , J u n e  o n w a r d s ,  th e i r  
o r d e r  boo k  fe ll  aw ay  v e r y  f a s t .  W h a t  w a s  b a s i c a l l y  h a p p e n in g  w as 
a p e r i o d  of a d ju s tm e n t  by  the  m a n u f a c t u r e r  - he  r e a l i s e d  th a t  he 
h ad  a lo t  of s to ck ,  a n d  t h e r e f o r e  j u s t  s a t  b a c k  and  s te a d i ly  u s e d  
i t  u p ,  a n d  d id  n o t  c a l l  any  new m a t e r i a l s  f r o m  th e  C o m p a n y .
T h e  p r i o r i t i e s  p r o b a b ly  w e r e  in i t i a l l y  the m a n u f a c t u r e r s  w e n t  
f o r  t h e i r  o b v ious  c o s t s ,  b u t  th e n  a s  the  C o m p a n y  go t th ro u g h  to  
the  en d  of 1975, the  b u y e r s  s a id  to  t h e m s e lv e s ,  "W e a r e  n e v e r  
go ing  to c a r r y  a s  m u c h  p a c k a g in g  s to c k s  a s  we u s e d  to " .  W h at 
the  C o m p a n y  now  f in d s  is  th a t  d e m a n d  is  p ic k in g  up , b u t  i t ' s  
n o t  p ic k in g  up to the  s a m e  e x te n t  a s  th e  end  of l a s t  y e a r  -  w h e r e a s  
a  y e a r  ago  the  b u y e r s  m a y  h a v e  s a id  th a t  th e y  w i l l  a lw a y s  c a r r y  
e ig h t  w e e k s ’ p a c k a g in g  s to ck , to  b e  v e r y  sa fe ,  th ey  a r e  now 
s a y in g ,  "W e l l ,  fo u r  w e e k s '  i s  en o u g h  to  k e e p  u s ,  a n d  i f  we r u n  
ou t,  w e l l ,  i t ' s  m o r e  im p o r t a n t  to  s a v e  m o n e y  o n  i n v e n t o r i e s 
and  c a s h  f low . " T h e  C o m p a n y  is  f in d in g  th a t  t h e r e  i s  
i s  a s te a d y  i n c r e a s e  in  i t ' s  b u s i n e s s ,  b u t  i t  i s  i n c r e a s i n g  f r o m  a 
v e r y  low  le v e l  w h ich  w a s  r e a c h e d  a t  th e  en d  of l a s t  y e a r .
T h e  w h o le  p a c k a g in g  in d u s t r y  h a s  h a d  a d i f f i c u l t  t im e  in  the  l a s t  
6 -9  m o n th s ,  b e c a u s e  a lo t of c a p a c i ty  h a s  b e e n  id le ;  a  lo t  o f  
c o m p a n ie s  l ik e  t h e i r  own s h e d  s to c k  - th e y  s h e d  e m p lo y e e s ,  
and  t h e r e f o r e  the  th r e s h o ld ;  i n  t e r m s  of the  a m o u n t  o f  i n c r e a s e  
in  ou tpu t b e f o r e  th ey  g e t  p r o b l e m s  o v e r  e m p lo y e e s  h a v in g  to  w o rk  
o v e r t i m e ,  o r  i n c r e a s e  th e  n u m b e r  of e m p lo y e e s ,  o r  to  m a k e  new  
c a p i t a l  in v e s tm e n t ;  i s  th a t  m u c h  l o w e r .  T h e  C o m p an y  is  now  
b e g in n in g  to  g e t  w o r r i e d ,  a s  to  how  so o n  it w i l l  be  b e f o r e  i t  c o m e s  
up a g a in s t  th is  lo w e r  t h r e s h o ld .
So 1975 in  t e r m s  of the  f in a n c ia l  r e s u l t s  of the  C o m p a n y ,  w h ich  
r e f l e c t s  upon t h e i r  s e c t io n  of the  i n d u s t r y  of f le x ib le  p a ck a g in g ,  
w a s  n o t  a  b a d  y e a r ;  i t  w a s  good a t  the  b e g in n in g  of 1975, th e n  
i t  t a i l e d  away v e r y  r a p i d l y ,  b u t  the  c o m p a n ie s  a l l  m ad e  p r o f i t s .
6 .
1976 c o u ld  be  the  o th e r  w a y  ro u n d ;  the b e g in n in g  o f the  y e a r  w a s  
n o t  v e r y  good b u t  th in g s  a r e  p ic k in g  u p .  T h e y  w e r e  ho p in g  th a t  by 
the  e n d  of the  y e a r  (197 6) th in g s  w i l l  b e  a t  a  m u c h  h ig h e r  l e v e l  of 
a c t i v i ty ,  a n d  if  i t  is  fo r  the  w h o le  y e a r  i t  w i l l  b e  s i m i l a r  to  1975. 
1974 w a s  a  v e r y  p r o f i t a b l e  y e a r ,  th e y  w e r e  u n a b le  to  m e e t  the 
d e m a n d  and  t h e r e f o r e  w e r e  in  a c l a s s i c  s e l l e r ’s m a r k e t .
T h e y  cou ld  a l m o s t  a s k  w h a t  s o r t  of p r i c e s  th ey  c h o s e ,  b e c a u s e  
t h e i r  c u s t o m e r s  h a d  no a l t e r n a t i v e  - th e y  h a d  to  b u y  f r o m  th e m  
b e c a u s e  a ll  the  p a c k a g in g  c o m p a n ie s  w e r e  s t r e t c h e d  f o r  c a p a c i ty .  
T u r n o v e r  in  1974 w a s  £ 1 5 ,  £ 15% m i l l i o n  in 1975, b u t  DRG h a s  to 
a d ju s t ,  b e c a u s e  o f  th e  t r e m e n d o u s  p r i c e  in f l a t io n .  In 1976 th ey  
a r e  h o p in g  th a t  i t  w i l l  b e  s o m e w h e r e  b e tw e e n  £ 16 and £ 1 7  m i l l i o n .
In 1973 tu r n o v e r  w a s  down a t  a r o u n d  £11  m i l l io n  . . . .  so  t h e r e  
w a s  a  t r e m e n d o u s  i n c r e a s e  in  r e a l  t e r m s  b e tw e e n  1973 an d  19 74, 
th e n  i t  p e a k e d  ou t, and  s in ce  th e n  i t  h a s  s l id  aw ay  a g a in ,  b u t  in  
r e a l  t e r m s  for 1974, 1975, an d  1976, th e r e  h a s  b e e n  no r e a l  v o lu m e  
i n c r e a s e .
P r o d u c t i o n  m e th o d s
O ne  o f  the  f e a t u r e s  of th e  p r o d u c t io n  m e th o d s  o f  the  C o m p a n y  is  
th a t  th e  C o m p a n y  s e t s  up  the  p ro d u c t io n  l in e  fo r  e a c h  o r  de r  on i t s  
ow n. T hey  d o n ' t  h a v e  a s t a n d a r d  p ro d u c t io n  l in e ,  w h ic h  can  s a t i s f y  
the  o r d e r s  of a l l  c u s t o m e r s ,  bu t s e t  e a c h  p r o d u c t io n  line  a c c o r d in g  
to  the r e q u i r e m e n t s  of th e  c u s t o m e r s ,  w h ic h  d i f f e r  a c c o r d in g  to 
the  p a c k a g in g  n e e d e d  f o r  f in a l  g o o d s .  P r e t t y  w e l l  e v e r y  p r o d u c t io n  
r u n  th e y  do i s  unique - it m a y  l a s t  one d ay ,  i t  m a y  l a s t  2 /3  d a y s  
to  m e e t  a c e r t a i n  r e q u i r e m e n t .
T h e r e  i s  a  q u e s t io n  w h ic h  a r i s e s  h e r e  a b o u t  how f a r  the  m a c h i n e r y  
a t  p la n t  l e v e l  i s  f le x ib le  to m e e t  d i f f e r e n t  r e q u i r e m e n t s .  T h e  
C o m p a n y  e x p la in e d  th a t  the  m a c h i n e r y ,  w i th in  c e r t a i n  l i m i t s ,  
s e r v e s  g e n e r a l  p u r p o s e s î a  p r in t in g  m a c h in e  w i l l  p r i n t  4 , 5, o r  
6 , c o lo u r s  of d i f f e r e n t  d e s i g n s .  T hey  a lw a y s  g e a r  t h e i r  m a c h in e s  
to b e in g  w ide w id th  m a c h i n e s ,  to  t r y  an d  get b e n e f i t s  of the lo n g e r  
r u n s  (E c o n o m ie s  of s c a le )  so th e y  t r y  to g e t  the  b ig g e r  b u s i n e s s .
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A r e a s  of m a r k e t in g
T w o t h i r d s  of t h e i r  p ro d u c t io n  i s  s o ld  to the  d o m e s t i c  m a r k e t ,  
and one t h i r d  i s  so ld  a b r o a d .  T h e  c o m p a n y  e x p o r t s  to  w ide  a r e a s  - 
the  E E C  is  p ro b a b ly  one of th e  b i g g e s t ,  q u ite  a  lo t  i s  now g o in g  to  
S c a n d in a v ia ,  p a r t i c u l a r l y  S w ed en , an d  D e n m a r k .  T h e y  a r e  a l s o  
do ing  qu ite  c o n s id e r a b le  s a l e s  to  A m e r i c a ;  s u r p r i s i n g l y  en o u g h  - 
b u t  t h i s  i s  due  to one particulcu* m a r k e t  th e y  h a v e .  T h e y  h a v e  
s o m e  t r a d i t i o n a l  s a l e s  to  w h a t  w e r e  th e  o ld  C o m m o n w e a l th  
c o u n t r i e s ,  w h e r e  t h e i r  b u s in e s s  r e l a t i o n s h i p s  w e r e  s e t  up  in  th e  
C o m m o n w e a l th  d a y s  and  h a v e  c a r r i e d  f o r w a r d  th r o u g h  the  y e a r s .  
T h e y  u s e d  to  d o  a lo t  of b u s i n e s s  w i th  U n i le v e r ,  and  a r e  s t i l l  
d o ing  b u s i n e s s  w ith  the  c o m p a n ie s  l o c a l l y , in  A f r i c a ,  a n d  in  th e  
F a r  E a s t ,  w h ic h  h a v e  U n i le v e r  c o n n e c t io n s ,  b u t  a r e  t r a d in g  u n d e r  
t h e i r  own n a m e s .  A p a r t  f r o m  the  E E C ,  w h ic h  i s  one of th e  b i g g e s t  
e x p o r t  m a r k e t s ,  the  C o m p an y  i s  s e l l in g  e q u a l  p r o p o r t i o n s  of 
m a t e r i a l s  to S c a n d in a v ia ,  to A f r i c a n  c o u n t r i e s ,  to  the  F a r  E a s t ,  
and  a l s o  to the USA.
T h e  E E C  c o u n t r i e s  a r e  w h e r e  t h e i r  m a in  s a l e s  e f f o r t  h a s  b e e n ,  
and  is  c o n tin u in g  to b e .
W ho h a n d le d  the  S a le s ?
T e n  y e a r s  ago  th ey  h a d  a g e n t s .  F i v e  y e a r s  ago  th ey  d e c id e d  t h a t  
a g e n ts  w e r e  n o t  a b le  to cope , b e c a u s e  the  v o lu m e  of b u s i n e s s  w as  
q u i te  l a r g e ,  a n d  the  te c h n ic a l  c o m p le x i t i e s  of th e  p r o d u c t  s u c h ,  
th a t  a g e n ts  w e re  sp en d in g  m u c h  m o r e  t im e  on the  t e le p h o n e .  So 
th e y  s t a r t e d  sen d in g  out r e p r e s e n t a t i v e s  f r o m  E n g la n d  w ho w e n t  
d i r e c t  to  the  m a n u f a c t u r e r s .  Now th e y  h a v e  r e s i d e n t  r e p r e s e n t a t i v e s  
in  a l l  the  m a in  C o m m o n  M a r k e t  c o u n t r i e s  ; th e y  a r e  l iv in g  in  F r a n c e ,  
G e r m a n y ,  B e lg iu m ,  and  H o l la n d .  T h e r e  i s  one c o v e r in g  I ta ly ,  S p a in , 
an d  S w i tz e r la n d ;  a n o th e r  l iv in g  i n  S c a n d in a v ia  a t  C o p e n h a g e n .  T h e y  
a r e  l iv in g  on  the  sp o t ,  a s  fu l l  t im e  p a id  e m p lo y e es  of the  C o m p a n y ,  
a n d  a r e  s e l l in g  d i r e c t l y  to m a n u f a c t u r e r s .
T h e  M a r k e t in g  a n d  the  S a le s  fu n c t io n s  and  i t s  O rg a n iz a t io n :  - 
M a r k e t in g  and  S a le s  a r e  two s e p a r a t e  d e p a r t m e n t s .  M a r k e t in g  in
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in  the p a c k a g in g  in d u s t r y  i s  n o t  m a r k e t i n g  in  th e  t r u e  s e n s e ,  
b e c a u s e  they  a r e  m a r k e t in g  a  c o n c e p t  to c u s t o m e r s  o f  a  new  
s ty le  of p a c k a g in g  f o r  a  p r o d u c t .  I t ' s  n o t  the s o r t  of th in g  th a t  
c an  be  a d v e r t i s e d  on t e l e v i s io n ,  o r  in  n e w s p a p e r s ,  b e c a u s e  i t  i s  
so s p e c i a l i s e d ,  so  in  g e n e r a l  t e r m s  th e  m a r k e t i n g ,  t e c h n ic a l ,  
and  s a l e s  e f f o r t ,  is v e r y  c lo s e ly  l in k e d .  T h e i r  m e n  in  C o p e n h a g e n ,  
o r  P a r i s ,  o r  B r u s s e l s  a r e  r e q u i r e d  to  do th e i r  ow n m a r k e t i n g ,  
t e c h n i c a l  s e r v i c e ,  an d  s a l e s .  B u t  t h e r e  a r e  so m e  su p e r  m a r k e t in g  
o r  t e c h n i c a l  p e o p le  i n  the  C o m p a n y ,  w ho a c t  a s  s p e c i a l i s t s ,  a n d  
go ou t f o r  s p e c i f i c  p r o b l e m s ,  o r  to  s e e  new  p o te n t ia l  c u s t o m e r s  
and  h e lp  t h e i r  m a n  w ith  the  p r o m o t io n  s id e ,  b u t  th e s e  tw o fu n c t io n s  
a r e  v e r y  c lo s e ly  l in k e d .  In th e  O r g a n i s a t io n  of th e s e  two fu n c t io n s ,  
the  C o m p a n y  h a s  the M a n a g in g  D i r e c t o r  a t  the  to p ,  th en  the  
p r o d u c t io n  a n d  a c c o u n t in g  s id e s .  T h e n  th e r e  is  a m a r k e t in g  d i r e c t o r ,  
and  a s a le s  d i r e c t o r  to c o v e r  the  w o r ld .  T h e  m a r k e t in g  d i r e c t o r  
h a s  c e r t a i n  m a r k e t in g  e x e c u t iv e s  r e s p o n s i b l e  to h im ,  w ho a r e  
t e c h n i c a l  p e o p l e : ' f i r e f i g h t e r s " a s  w e l l .  T h e  s a l e s  d i r e c t o r  h a s  the 
r e s i d e n t  s a l e s  s ta f f  r e s p o n s i b l e  to h im ;  h e  a l s o  h a s  a  s a l e s  m a n a g e r ,  
w ho  l iv e s  in  A u s t r i a  and  w o r k s  f r o m  h o m e  in  In n s b r u c k ,  so  t h e r e  
i s n ' t  th e  n e e d  to  h a v e  p e o p le  in  B r i s t o l  on th e  s a l e s  s id e .  T h e  
w ho le  e m p h a s i s  i s  v e r y  m u c h  to  e m p lo y  n a t io n a l s ,  b u t  th e y  a r e  
s u p e r v i s e d  f r o m  the  UK. F o r  a l l  p a c k a g in g  m a t e r i a l s  an  o r d e r  
c o m e s  to B r i s t o l ,  a n d  i s  s e n t  ou t, b e c a u s e  p a c k a g in g  m a t e r i a l s  of 
t h e i r  s o r t  do  n o t b u lk  v e r y  l a r g e  ; th e y  a r e  e a s i l y  e x p o r t a b l e .  T h e y  
d o n ' t  have  to  h a v e  a p la n t  m a k in g  p a c k a g in g  m a t e r i a l s  in  F r a n c e ,  
o r  G e r m a n y ,  b e c a u s e  i t  i s  s t i l l  q u i te  c h e a p  to  s e n d  m i l l i o n s  of 
w r a p p e r s  in  a  s to r a g e  c o n t a i n e r .  Now i f  th ey  m a d e  t i n  c a n s ,  
p r e - m a d e  c a n s ,  o r  p r e - m a d e  b o x e s ,  th e y  w ou ld  h av e  
to have  t h e i r  p l a n t  in  E u r o p e  - a s  i t  w o u ld  be  too  e x p e n s iv e  to  
s e n d  th e m .
D o e s  the C o m p a n y  h av e  a fo llow  up S e r v ic e  a f t e r  S a le s  ?
Y e s  th e y  h a v e ,  b e c a u s e  the  p r o b l e m  w ith  p a c k a g in g  m a t e r i a l s  i s
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c o n s i s t e n c y .  If th e y  a re  p ro d u c in g  th e  r e q u i r e m e n t  of one c o m p a n y  
th e n  th e y  c a n  b e  p ro d u c in g  th o u s a n d s  of t o n s ,  o r  h u n d r e d s  th o u s a n d s  
of m e t e r s ,  of m a t e r i a l  on a m a c h i n e .  Now w h i l s t  th i s  m a c h in e  is  
go ing  ro u n d  a n d  p u t t in g  on a c o a t in g ,  o r  p r i n t i n g  i t ,  the  th ic k n e s s ,  
o r  th e  q u a l i ty ,  c a n  v a r y  b e c a u s e  c o n t r o l s  a r e  r e q u i r e d .  T h e  c o m p a n y  
h a s  a  good r e p u ta t i o n  fo r  k e e p in g  good  c o n t r o l ,  a n d  th e y  t e s t  
m a t e r i a l  v e r y  r e g u l a r l y  on t h e i r  q u a l i ty  c o n t r o l .  T h e y  th r o w  m o r e  
m a t e r i a l  aw ay  th a n  m o s t  o t h e r  C o m p a n ie s  do - w h ich  is  p r o b a b ly  
w h y  t h e i r  p r i c e s  a r e  a  l i t t l e  b i t  h i g h e r .  T h e  G e r m a n s  te n d  to b e  
v e r y  p r i c e  c o n s c io u s ,  b u t  th e y  s t i l l  do  b u s i n e s s  w ith  the C o m p a n y ,  
w h ic h  show s th a t  th ey  a ck n o w le d g e  the q u a l i ty ,  b u t  on p r i c e  
a v e r a g e ,  p r i c e s  a r e  s t i l l  a  l i t t l e  b i t  lo w e r  in  G e r m a n y  th a n  th ey  
a r e  e l s e w h e r e .
P r i c i n g  P o l i c y
T h e  C o m p a n y 's  p r i c i n g  p o l ic y  u s e d  to  be v e r y  m u c h  c o s t  p lu s .  T h e y  
r e a l i s e  now th a t ,  p a r t i c u l a r l y  in  E u r o p e  th i s  c a n n o t  be  s o .  A s  m a r k e t  
l e a d e r s ,  to a c e r t a i n  e x te n t ,  th e y  w e r e  a b le  o r ig i n a l ly  to  d ic t a t e  
w h a t  w a s  a r e a s o n a b le  p r i c e ,  a n d  th a t  w a s  a r r i v e d  a t  by c o s t  p lu s  
ty p e  r o u t e s ,  a l th o u g h  i t s  m a rg in e d  c o s t in g  i s  a s  th ey  e m p lo y  i t .
S ince  th e n  th ey  a r e  v e r y  m u c h  s tu c k  to  th e  m a r k e t  p r i c e ,  in  o th e r  
w o r d s  - w ha t the  m a r k e t  w i l l  b e a r ;  i f  the  m a r k e t ,  in  a r e a s  w h e r e  
th e y  a r e  new , w i l l  b e a r  q u ite  a  h ig h  p r i c e ,  th e y  w i l l  go f o r  th a t  
in  a  c e r t a i n  kn o w led g e  th a t  i t  w i l l  s t e a d i ly  co m e  dow n. A nd  by 
do ing  th a t  t h e r e  w i l l  a l m o s t  b e  a  p r o c e s s  w h e r e  th ey  can be s u r e  
th e y  a r e  d e v e lo p in g  new  p r o d u c t s  (2n d  g e n e r a t i o n / 3 r d  g e n e r a t io n  
p r o d u c t s ) .  T h e r e  a r e  a lo t  of c o m p a n ie s  a ro u n d  w ho d o n ' t  do th a t /  
w hen  the co m p an y  i s  e s t a b l i s h e d  in  a  m a r k e t  w i l l  co m e  in  and  o f fe r  
lo w e r  p r i c e s .  DR G is  u s u a l ly  s u c c e s s f u l  in  k e e p in g  th e m  "out, ■ 
by  th e  q u a l i ty  s e r v i c e  a s p e c t .  If i t  i s  n o t  th a t  th en  th e  C o m p a n y  know s 
th a t  a n o th e r  m a y  w e l l  c o m e  f o r w a r d  w i th  a  2nd o r  3 r d  g e n e r a t i o n  
m a t e r i a l s ;  so  th e y  k e e p  a d v a n c in g .  If a  m e d i c a l  c o m p an y  h a s  a n ew
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l in e  o f  s p e c ia l  i n s t r u m e n t s ,  o r  in f u s io n  s e t s ,  o r  s o m e th in g  e l s e ,  
th e y  know th a t  the  c o m p a n y  w o u ld  p r o b a b ly  b e  a b le  to  h e lp  t h e m .
T h e  p r i c i n g  p o l ic y  of th e  C o m p a n y  d i f f e r s  f r o m  c o u n t ry  to c o u n t ry ,  
b u t  i t  i s  no t e a s y  fo r  d i r e c t  c o m p a r i s o n s  to b e  m a d e  w i th  t h e i r  
m a t e r i a l s .  T hey  d e a l  w ith  a  lo t  of i n t e r n a t io n a l  c o m p a n ie s  now , who 
h a v e  p la n t s  in  a  n u m b e r  of c o u n t r i e s ,  so th ey  h a v e  to  e m p lo y  a 
c e r t a i n  c o n s i s t e n c y  w ith  n a t io n a l  c o m p a n ie s .  T h e y  w i l l  te n d  to  go 
fo r  t h e  m a r k e t  p r i c e ,  a n d  if th e y  c an  g e t  th a t  a s  h ig h  a s  p o s s ib l e ,  
th e n  th e y  w i l l  do i t  b e c a u s e  th e y  a r e  o f fe r in g  m o r e  th a n  j u s t  th e  
p a c k a g in g ,  th e y  t r y  to  s e l l  a  c o m p le te  s e r v i c e .
C a p a c i ty  in  u s e
T h e  C ompéiny t r y  to  o p e r a te  w h e r e  th e i r  d e m a n d  i s  a b o u t  80% of 
t h e i r  c a p a c i ty ,  t h e o r e t i c a l l y ;  p r a c t i c a l l y  i t  d o e s n ' t  w o r k .  T h e y  a r e  
c o n s ta n t ly  i n  a  s i tu a t io n  w h e r e  e i t h e r  d e m a n d  i s  100% of t h e i r  
c a p a c i ty ,  o r  l ik e  i t  w a s  d u r in g  th e  l a t t e r  p a r t  o f  1975 , a b o u t  7 0% of 
the  c a p a c i ty ;  th e y  w e r e  a b o u t  30% id le  o r  s p a r e .  10 y e a r s  ag o  th ey  
c o u ld  p la n  t o  a  n ic e  l e v e l ,  a n d  th e y  knew  th a t  th e y  w e r e  j u s t  up  
to  t h e i r  c a p a c i ty  of th e  m a r k e t  d e m a n d .  Now th e y  find th a t  m a c r o -  
e c o n o m ic  f a c t o r s  m e a n  t h e r e  i s  a  t r e m e n d o u s  c y c l i c a l  e f f e c t ,  i t  i s  
a l m o s t  i m p o s s i b l e  to  p la n  the  c a p a c i ty  n e e d e d .  T h e y  found  th a t  th e y  
h av e  to  s t r i k e  an a v e r a g e ,  th e y  k n o w  th a t  th e y  a r e  going to  be  
s h o r t  of c a p a c i ty  on som e o c c a s io n s ,  a n d  on o th e r  t i m e s  th e y  a r e  
going to  have  to o  m u c h  c a p a c i ty .  T h e i r  p o l ic y  i s  to  t r y  t o  h a v e  
s u f f i c i e n t  c a p a c i ty  to  cope  w i th  a v e r a g e  c u s t o m e r  d e m an d ,  and  i f  
th e y  lo s e  c u s t o m e r s  in  t im e s  w h en  th ey  h a v e n ' t  g o t  e n o u ^  c a p a c i ty ,  
th e n  i t s  b a d  lu c k .  T h e y  a r e  n o t  p r e p a r e d  to buy  to o  m u c h  p la n t ,  so  th a t  
w hen t im e s  a r e  q u ie t  th e y  a r e  lo s in g  m o n e y .  T e n  y e a r s  ago th e y  fe l t  
th e y  w e r e  in  c o n t r o l  of th is  b u s i n e s s ,  now th e  f a c t o r s  w i th in  t h e i r  
c o n t r o l  a r e  g e t t in g  l e s s  a n d  l e s s .
S p e c ia l  f e a t u r e s  th e  C o m p an y  p o s s e s s  w h ic h  g a in  i t  s u p e r i o r i t y  in  the  
m a r k e t
A , L i c e n c e s  a n d  P a t e n t s
T h e y  have  no  l i c e n c e s  o r  p a t e n t s  le f t .  I t  i s  i n c r e a s i n g l y  d i f f ic u l t  to g e t
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p a te n t  c o v e r a g e  th a t  w i l l  s t i c k  w i th in  th e  E E C ,  b e c a u s e  of th e  
l e g i s l a t i o n .  T h a t  is  b e c a u s e ,  m a in ly  t e c h n i c a l ly ,  th e  law  i s  su c h ,  th e y  
b e l i e v e ,  t h a t  w i th  t h e i r  s o r t  of p a c k a g in g ,  a  p a te n t  c a n  b e  b r o k e n  b y  
j u s t  a  m in o r  i n g r e d i e n t  d i f f e r e n c e .  T h e y  can  go to  lo t s  of t r o u b le  to  
g e t  a  p a te n t  r e g i s t e r e d ,  a n d  th e y  h a v e  to  be r e g i s t e r e d  i n  e a c h  
in d iv id u a l  c o u n t r y .  T h e y  th in k  th a t  t h e r e  w i l l  so o n  be  u n i f o r m  E E C  
p a te n t ,  b u t  the E E C  g o v e rn in g  bo d y  i s  a g a i n s t  p a t e n t s ,  a g a in s t  a l l  
f o r m s  of r e s t r i c t i v e  t r a d in g ,
B .  M o n o p o l is t ic  C o n d i t io n s
T h e  on ly  th in g  th a t  c an  be s a id  i s  t h a t  th ey  h a d ,  in  the  e a r l y  d a y s  of 
t h e i r  m e d ic a l  p a c k a g in g  d e v e lo p m e n t ,  a  d i s t i n c t  t e c h n i c a l  l e a d .  T h e y  
h a d  d e v e lo p e d  c e r t a i n  t y p e s  o f  p e e l in g  -  open ing  p a c k s  b y  p e e l in g  
r a t h e r  th a n  t e a r i n g ,  w h ic h  w e r e  d e v e lo p e d  th ro u g h  th  d r  A m e r i c a n  
c o n n e c t io n s ,  w h ic h  w e r e  p a te n t e d ,  w h ich  th e y  th e n  u s e d  a n d  
d e v e lo p e d  in  th e  U K , T h e y  d id  n o t  h a v e  p a t e n t  c o v e r a g e  or l ic e n c in g  
c o v e r a g e  in  E u r o p e  b e c a u s e  th e y  knew  i t  w o u ld n 't  ho ld .  It h a s  t a k e n  
o th e r  c o n v e r t e r s  5 y e a r s ,  o r  m o r e ,  to  b e  a b le  to g e t  the  s a m e  
q u a l i t i e s ,  in  t e r m s  of th i s  t e c h n iq u e ,
C .  P a s t  e x p e r ie n c e
T h e  C o m p a n y  w a s  e s t a b l i s h e d  in  1928, up u n t i l  th e  m id  1 9 6 0 's  th e  
k n o w le d g e  of p ro d u c in g  p a c k a g in g  w a s  in  p e o p le s '  h e a d s  an d  in  t h e  
p r o c e s s  of th e  c o n t r o l  of m a n  a n d  m a c h i n e .  In th e  l a s t  5 y e a r s /
10 y e a r s ,  th e  r a p i d  a d v a n c e  i n  th e  d e v e lo p m e n t  of e n g in e e r in g  of the  
m a c h i n e s  h a s  r e d u c e d  th e  e x p e r t i s e  -  i t  h a s  r e d u c e d  the s k i l l s  b e c a u s e  
th e  m a c h i n e s  a r e  c o n t r o l l e d  an d  c le v e r ly  m a n n e d  n o w .  T h e r e  a r e  s t i l l  
t e c h n i q u e s ,  b u t  i t  i s  e a s i e r  now  fo r p e o p le  to  c o m e  in to  the  i n d u s t r y  
b e c a u s e  of th e  s o p h i s t i c a t io n  of t h e s e  m a c h i n e s .
P o t e n t i a l  P r o d u c t i o n  P o l i c y
T h e y  have  a lw a y s  h a d  th e  p o l ic y  of hav ing  a v e r y  w id e  r a n g e  o f  
p r o d u c t s  a n d  th i s  c o n t in u e s .  T h e r e  a r e  w o r r i e s  a n d  p r o b l e m s  a s  th e y  
r e l i e d  in  the  p a s t  on i n t e r n a t i o n a l  c h e m i c a l  c o m p a n ie s  i n  d e v e lo p in g  
new  t y p e s  o f  f i l m s ,  p l a s t i c s ,  and  r e s i n s ,  a l l  t h e  v a r i o u s  i n g r e d i e n t s  
t h a t  go  in to  t h e i r  p a c k a g in g ,  an d  th e  r a t e  of d e v e lo p m e n t  of t h e s e ,  i s
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s low ing  dow n. A s  an  i n d u s t r y  th e y  c a n n o t  a f fo rd  to  d e v e lo p  t h e i r  own 
m a t e r i a l s ,  th e y  can  only  ta k e  f r o m  the  s h e l f  v a r i o u s  p r o d u c t s ,  a n d  
m a k e  new  c o m b in a t io n s  of th e m .
R  & D .
DR G h a v e  one at S h o r tw o o d  a t  g ro u p  l e v e l ,  i t  i s  n o t  a  v e r y  big 
o p e r a t io n ,  a n d  n o t  a lo t  of m o n e y  i s  s p e n t  on i t .  I t  te n d s  to  be 
r e f in in g  and c o a tin g  te c h n iq u e s ,  n o t  in  an y  w ay  R  & D in the  s e n s e  
i t  w o u ld  be in a c h e m i c a l  c o m p a n y  o r  f i b r e  c o m p a n y .  T h e y  v e r y  m u c h  
l i v e  off th e  b a c k s  of the t e c h n i c a l  d e v e lo p m e n t  of th e  big i n t e r n a t i o n a l  
g r o u p s ,
R  & D n o w a d a y s  i s  m o r e  an d  m o r e  co n f in ed  to the  e f f ic ie n t  p ro d u c t io n  
of c e r t a i n  m a t e r i a l s ,  th a n  w ith  b a s i c  p r o d u c t s ;  i f  th e y  h a v e  a  p r i n t in g  
m a c h in e  how  th e y  w a n t  to k n o w  how  th e y  m a k e  i t  g o  f a s t e r ,  b u t  h a v e  
th e  s a m e  q u a l i ty .  It is  r a t h e r  m o r e  in  w h a t  th e y  c a l l  p r o c e s s  d e v e lo p ­
m e n t  th a n  o rg a n ic  d e v e lo p m e n t .
T h e  s t e p s  th e  C o m p a n y  u n d e r t a k e s  to a p p r o a c h  a  n ew  m a r k e t :  w i th  a  
s p e c i a l  r e f e r e n c e  to  the  E E C  M a r k e t ,
In i t i a l ly  th e y  w o u ld  go a n d  ta k e  th e  n a m e s  of m a n u f a c t u r e r s  w ho  a r e  
o p e r a t in g  th e  s o r t  of p r o d u c t s  th e y  a r e  a b le  to p a c k a g e ,  o r  w i l l  u s e  
t h e i r  m a t e r i a l s .  T o  do th a t  th e y  u s e d  to  go t o  c o m m e r c i a l  s e c t i o n s  of 
th e  v a r i o u s  B r i t i s h  E m b a s s i e s  o r  C o n s u la t e s ,  a n d  f i r s t  e s t a b l i s h  a  c o n ta c t  
t h e r e .  W h i le  th e y  s t i l l  h a v e  c o n t a c t s  a t  t h i s  le v e l ,  i t s  v e r y  m u c h  now 
th a t ,  if  th e y  a r e  i n t e r e s t e d  in  a c e r t a i n  p r o d u c t  o r  a r e a  th e y  g e t  c o n ­
t a c t s  in an  i n t e r n a t io n a l  g ro u p  of c o m p a n ie s ,  an d  th e n  u s e  th a t  g r o u p .
T h e  m a r k e t  r e s e a r c h  th e y  do i s  u s u a l l y  r e a s o n a b l y  b a s i c ,  th e y  h a v e  
a t  th e i r  h e a d  o ff ice  i n  B r i s t o l  a  c e n t r a l  r e s e a r c h  d e p a r t m e n t  f o r  
m a r k e t  i n f o r m a t io n .  T h e y  h a v e  c o n ta c t s  t h e r e  w ith  the  m a j o r  r e s e a r c h  
o r g a n i s a t i o n s  in  th e  UK, l ik e  the  E c o n o m is t  In te l l ig e n c e  U n it ,  T h e y  
a l s o  h a v e  c o n ta c t s  w ith  a  n u m b e r  of E E C  c o m p a n ie s ,  t h e r e  i s  one 
c o m p a n y  th ey  do a f a i r  a m o u n t  o f  w o r k  w ith  (The M e t r a  C o n su l t in g  
G ro u p )  a n d  th ey  h a v e  c o m m is  s io n ed  one o r  tw o in d iv id u a l  s u r v e y  
th r o u g h  th e m ,  and  h av e  a l s o  b o u ^ t  a  co u p le  of t h e i r  m u l t i - c l i e n t
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s u r v e y s ,  th e y  b ough t one on f le x ib le  p a c k a g in g ,  5 y e a r s  a g o , in  th e  
E E C .  T h a t  w as a  m u l t i - c l i e n t  s u r v e y  a n d  i t  e n a b le d  th e m  to  id e n t i fy  
th o s e  a r e a s  th e y  a r e  i n t e r e s t e d  in ,  an d  lo o k  a t  the s o r t  o f  v o lu m e s ,  
an d  p a c k a g in g  and ty p e s ,  th a t  w e r e  th e n  b e in g  u s e d ,  th e n  th e y  s t a r t e d  
ta lk in g  to  th e  m a i n  m a n u f a c t u r e r s  t h a t  w e r e  l i s t e d .
P r  c f i ta b i l i ty
T h e y  a im  on a  12^% r e t u r n  on s a l e s ;  t h a t  i s  p r e - t a x  p r o f i t .  T h e y  
a im  f o r  a  2 0 -2  5% r e t u r n  on c a p i t a l  -  g r o s s  c a p i t a l  i n v e s t e d .  T h e  
p a c k a g in g  i n d u s t r y  a s  a  w h o le  i s  s t i l l  q u i te  g o o d , in  t h e s e  r a t i o s .
DR G i s  q u i te  s t ro n g ;  th e y  a r e  w o r r i e d  , t h o u ^ ,  b e c a u s e  i t  is  c o m in g  
down, s lo w ly .
M a r k e t in g  O th e r  P r o d u c t s  r a t h e r  th a n  t h e i r s  
T h e y  m a r k e t  only  t h e i r  ow n p r o d u c t s .
M o d if ic a t io n  of t h e  P r o d u c t s
It  i s  tw o  w a y  -  a  c u s t o m e r  m a y  s a y  th a t  h e  w i l l  n o t  p a y  th a t  p r i c e  
f o r  th a t  p r o d u c t ,  th ey  w i l l  s u g g e s t  h e  t r y s  s o m e th in g  c h e a p e r ;  o r  
i f  th e y  a r e  t r y in g  to  get in to  a  s i tu a t io n  w h e r e  a  c o m p e t i to r  i s  su p p ly in g  
h im ,  th e y  m a y  d e v e lo p ,  o r  h a v e ,  a  m a t e r i a l  w h ich  th e y  th in k  i s  c h e a p e r  
th a n  th e  c u s to m e r  i s  p r e s e n t l y  p a y in g ,  b u t  th a t  w i l l  s t i l l  g ive  th e m  a  good 
p r o f i t .
T h e  C o m p a n y 's  T r a d e  w i th  th e  E E C  C o u n t r i e s ,  H i s t o r i c a l  a s s e s s m e n t  
T h e  C o m p a n y  s t a r t e d  s e r i o u s l y  e x p o r t in g  to  the  E E C  a b o u t  te n  y e a r s  
a g o .  T h e y  h a d  tw o ty p e s  of p r o d u c t s :  one  t e c h n ic a l  p r o d u c t ,  w h ic h  w a s  
a  s p e c i a l i s e d  c h e e s e  w ra p p in g  m a t e r i a l ,  th e y  fo u n d  t h e r e  w a s  a  d e m a n d  
f o r  i t  in  H o llan d  a n d  G e r m a n y ,  T h i s  w a s  fo r  p a c k a g in g  p r o c e s s e d  
c h e e s e ,p o p u l a r  in  H o l la n d ,  a n d  so  t h e r e  w a s  a d e m a n d .  It w a s  a  
p a c k a g in g  m a t e r i a l  f o r  w h ich  th e y  o r ig i n a l ly  o b ta in e d  the  l i c e n c e  
f r o m  A m e r i c a ,  to  p ro d u c e  in  th e  UK, and  so  w e r e  a b le  to  e x p o r t  i t  
to  H o llan d  an d  G e r m a n y ,  W h en  th e  l i c e n c e  e x p i r e d  th e y  had  th e  t e c h ­
n o lo g y  a n d  e x p e r i e n c e  t o  c o n t in u e  su p p ly in g  th a t  s p e c i a l i s e d  m a t e r i a l .  
T h e i r  s a l e s  to  the  E E C  s t a r t e d  a b o u t  t e n  y e a r s  ago  in  r e a s o n a b l e  
f i g u r e s ,  an d  s te a d i ly  i n c r e a s e d .  T h e y  h a d  e s t a b l i s h e d  a fo o th o ld  in
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E u r o p e  b e fo re  B r i t a i n ' s  e n t r y  in to  the  E E C .
T h e  a f f e c t  of B r i t a i n ' s  e n t r y  in to  th e  E E C  on t h e  C o m p a n y 's  t r a d e  
w ith  the  E E C  c o u n t r i e s .
T h e  C o m p an y  s t a t e d  th a t  i t ' s  d iff icu l t  to  define  th is  -  a s  a  C o m p a n y  
th ey  u s e d  to  e x p o r t  te n  y e a r s  ago , and  w h en  th ey  w e r e  in  n e e d  of 
s e l l in g  c a p a c i ty ,  th ey  h a d  bought a  new m a c h in e ,  fo r  v a r y in g  r e a s o n s  
h ad  n o t  a s  m u c h  b u s in e s s  a s  th e y  w o u ld  l ik e  in  the UK, th ey  u s e d  to 
th in k  about E u r o p e ,  w hich  th e y  b e l ie v e  w a s  v e r y  m u c h  B r i t i s h  
i n d u s t r y  m e n ta l i ty  in  th o s e  d a y s ,  an d  m a y  be  s t i l l  now a t  t i m e s .
T h e y  c e r ta in ly  lo o k e d  a t  E u r o p e  f i r s t .  I t  m a y  h av e  b e en  b e c a u s e  of 
the  p a r t i c u l a r  p ro d u c t  fo r  p ack ag in g  c h e e s e ,  f o r  w h ich  th e y  h a d  th e  
e x c lu s iv i ty  f r o m  A m e r i c a  to m a n u f a c tu r e ,  E u r o p e  w a s  a n  o b v ious  
p la c e  to go and look, H o llan d , G e r m a n y  a n d  th en  F r a n c e ,  O n c e  th e y  
h ad  go t th o se  c u s t o m e r s ,  of c o u r s e  th e y  th en  k e p t  th e m .  T h e y  d id n ' t ,  
w hen  they  w e r e  ag a in  v e r y  b u s y  h e r e ,  a b an d o n  th em , b u t  th e y  
m a in ta in e d  the r e l a t io n s h ip ,  an d  i t  slow ly b u i l t  up . T h e n  a b o u t  f iv e  
y e a r s  a g o  they  g o t  in v o lv ed  in  th  e p ro d u c t io n  of an  e n t i r e ly  d i f f e r e n t  
r a n g e  of m a t e r i a l s ,  they  w e n t  on to  the  p a c k a g in g  of s t e r i l i s a b l e  
m e d ic a l  p r o d u c ts .  T h e s e  w e r e  th e  e a r l y  d a y s ,  when s t e r i l i s a t i o n  of 
i n s t r u m e n t s ,  d r e s s i n g s ,  e t c ,  w a s  done in  e a c h  in d iv id u a l  h o s p i t a l .
T h e n  the c o s t  of l a b o u r ,  and  th e  c o s t  of e q u ip m e n t ,  fo r  th e  s t e r i l i s a t i o n  
m e a n t  t h e r e  w a s  a  m o v e  to w a r d s  c e n t r a l i s a t i o n ,  and  c e n t r a l  s t e r i l e  
su p p ly  d e p a r tm e n t s  w e r e  s e t  up in c i t i e s  s e r v in g  e a c h  g r o u p  o f  
h o s p i t a l s .  T he  c o m p an y  go t in to  t h i s  in  the  e a r l y  d a y s ,  w h e n  th e y  
su p p l ie d  p r e - m a d e  b a g s  an d  p a c k a g in g  fo r  th e s e  c e n t r a l  s t e r i l e  
d e p a r tm e n t s  to  do th e  p a c k a g in g .  It h a s  now gone one s ta g e  f u r t h e r ,  
in  th a t  t h e r e  a r e  s p e c i a l i s e d  m a n u f a c t u r e r s  who m a k e  th e  d r e s s i n g ,  
an d  p a c k  i t ,  an d  s t e r i l i s e  i t ,  a l l  a t  the s a m e  t i m e ,  th en  supply  th e  
h o s p i t a l s ,  r e a d y  to  u s e .  T h is  d e v e lo p m e n t  s t a r t e d  in  A m e r i c a ,  an d  
h a s  go t to  a v e r y  s o p h is t i c a te d  and  ad v an ced  s t a g e ,  w h e re  p r a c t i c a l l y
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e v e r y th in g  i s  p r e - p a c k e d ,  p r e - s t e r i l i s e d  by the  m a n u f a c t u r e r .
I t  th e n  c a m e  to  th e  UK, b e c a u s e  a lo t  of the  big A m e r i c a n  
m e d ic a l  supply  m a n u f a c t u r e r s  c a m e  to  S c o t la n d ,  E n g la n d ,  and 
I r e l a n d ,  to  se t  up t h e i r  E u r o p e a n  p ro d u c t io n  s u b s i d i a r i e s .  The 
C o m p an y  go t c ca itac ts  f o r  th e s e ,  a n d  a s  th i s  h a s  g ro w n  to  
m a n u f a c tu r in g  p la n ts  in F r a n c e ,  G e r m a n y ,  H o lla n d  and  D e n m a rk ;  
a s  the  c o m p an y  i s  a p p ro v e d  s p e c i a l i s t  s u p p l i e r s ,  th e y  supp ly  
th e m .  So th a t  r a t h e r  a s  in  the  c h e e s e  w ra p p in g  e x a m p le ,  b u t  
f iv e  y e a r s  l a t e r ;  say  in the  e a r ly  1 9 7 0 's; the C o m p an y  n a tu r a l ly  
found th e i r  way in to  the C o m m o n  M a r k e t  aga in , w ith  s p e c ia l i s e d  
p a c k a g in g  m a t e r i a l s  w ith  a b ig  d e m a n d .
T h e r e  w a s  an  e l e m e n t  of lu ck  t h e r e ,  a s  the  C o m p an y  s e e s  i t ,  
b u t  i t  w a s  a  q u e s t io n  of s e iz in g  the  o p p o r tu n i ty .  T h e  t r e n d  h a s  
b e e n  th a t  th e y  w e re  b ig  in the UK, t h e i r  s h a r e  in  the  UK i s  
now  d im in is h in g ,  bu t th e y  a r e  g e t t in g  v e r y  in E u r o p e  now .
H a s  th e  C o m p a n y  in v e s te d  d i r e c t ly ,  by lo c a t in g  a p la n t  
in  one of the  E E C  C o u n t r i e s ?
T h ey  d ec id e d ,  a f t e r  a lo t  of th o u g h t ,  t h a t  i t  w ould  be b e s t  
if th ey  d id  buy a p la n t  in  the  E E C ,  T h e y  bo u g h t one in  B e lg iu m , 
d u r in g  1974, s o  th e y 'v e  h a d  the  p la n t  now n e a r l y  two y e a r s .
T h a t  C o m p a n y  h a s  b e e n  t r a d in g ,  a s  an  e x p o r t in g  c o m p an y  f r o m  
B e lg iu m ,  f o r  a n u m b e r  of y e a r s ,  so  i t  a l r e a d y  has  m a r k e t s ,  
and  h a s  in  f a c t  ev en  b een  sup p ly in g  the  U .K .  I ts  m a in  m a r k e t  
h a s  b e e n  B e lg iu m ,  H o llan d , and  F r a n c e ,  and  the  o b je c t iv e  
h e r e  w a s  th a t  the  co m p an y  f e l t  i t  n e c e s s a r y  to p r o v id e  fo r  the
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f u tu r e ,  an d  w e re  w e ll  a w a r e  th a t  th e  p la n t  in B r i s t o l  if 
of l im i t e d  s i z e ;  i t  i s  s u r r o u n d e d  by  h o u s e s  an d  o th e r  d e v e lo p ­
m e n t ,  a n d  th i s  p a r t i c u l a r  b u s in e s s  i n c r e a s in g  v e r y  r a p id ly .
O th e r  f a c t o r s  w e r e  th a t  th ey  h a v e  to  e x p an d  s o m e w h e re ,  so 
i t  m ig h t  as  w e ll  b e  in  th e  E E C  i n s t e a d  of the  f ie ld s  of B r i s to l ;  
and  a lo t  of t h e i r  m a jo r  c u s t o m e r s ,  p a r t i c u l a r l y  in  th e  m e d ic a l  
m a r k e t ,  w e re  say ing  th a t  f o r  s e c u r i t y  of supply  th e  C o m p an y  
m u s t  have  two p la n ts  su p p ly in g  th e m ,  A lo t  of in t e r n a t io n a l  
c o m p a n ie s  h a v e  i t  w r i t t e n  in to  t h e i r  r u l e s  th a t  they  w i l l  not 
have  j u s t  one s u p p l i e r ,  b u t  tw o, f o r  v a r y in g  r e a s o n s .  So the  
C o m p an y  th o ugh t th a t  i f  t h e i r  c u s t o m e r s  a r e  going to  h av e  
two s u p p l i e r s ,  th e y  m ig h t  as  w e ll  b e  tw o of t h e i r  own C o m p a n ie s ,  
r a t h e r  th an  a c o m p e t i t o r .
T h e  P l a n t  in  B r i s t o l  p r o d u c e s  -  o r w i l l  p ro d u c e  th i s  y e a r  
(1976) -  abou t 15, 000 to n s  of p ack ag in g  m a t e r i a l .  T h is  
shou ld  eq u a te  to  ab o u t  67% of the  to t a l  of the UK m a r k e t ,  
w h ich  g iv es  an  id e a  a s  to  t o t a l  c o n su m p t io n  to n n a g e  p e r  y e a r .
T h ey  d o n 't  d e a l  w ith  th e s e  f i g u r e s  v e r y  m u c h ,  b e c a u s e  a to n
of p a c k a g in g  m a k e s  a  b ig  d i f f e r e n c e ,  an d  t h e r e f o r e  i t ' s
s a f e r  to  d e a l  in  a r e a  -  in s q u a r e  m e t r e s ,  b u t  th e y  have
only in  the  l a s t  y e a r  o r  so  b e e n  u s in g  s q u a r e  m e t e r s  th ro u g h  a ll
t h e i r  s t a t i s t i c s ,  f o r c e d  on th e m  by infla ticm , r a t h e r  th a n  by
the  lo g ic  of u s in g  i t  a s  a  m e a s u r e m e n t .
17.
V a r ia t io n  of th e  C o m p é t i t io n  C o n d i t io n s  in  e a c h  of the  
E E C  C o u n t r ie s
It d o e s  d i f f e r  f r o m  one c o u n try  to  a n o th e r  in the E E C .  A s  
an  e x a m p l e ;  G e r m a n y  i s  a v e r y  p r i c e  - c o n sc io u s  m a r k e t ,  
t h e i r  r e p r e s e n t a t i v e  in  G e rm a n y  f in d s  th a t  w hen  he g o es  in  to 
b u y e r s ,  even  w h e r e  the C o m p an y  h a s  a  v e r y  s t r o n g  su p p ly  
s i tu a t io n ,  a s  w ith  m e d ic a l  p a c k a g in g ,  the b u y e r s  w i l l  t r y  to  
p u r c h a s e  h igh  qua li ty  p a c k a g in g  a t  the  p r i c e  of low q u a l i ty  
p a c k a g in g .  The c o m p a n y  t r i e s  to  s e l l  on the  q u a l i ty  of 
m a t e r i a l ,  p a r t i c u l a r l y  in  the  m e d ic a l  a r e a  to  r e d u c e  the r i s k s  
of c o n ta m in a t io n ,  b e c a u s e  if  th ey  m a k e  a  m a jo r  e r r o r  in 
m e d ic a l  p a ck ag in g , th ey  cou ld  h av e  a c o n s e q u e n t ia l  c la im  fo r  
d e a th  o r  s e v e r e  i l l n e s s .  P r i c e  o f  q u a l i ty  is  d if f ic u l t  t o  g e t  
o v e r  to  G e r m a n s ,  th e  C o m p an y  s t i l l  u s u a l ly  ge t th e  b u s i n e s s ,  
b u t  th ey  have to  a r g u e  v e r y  h a r d .  T h a t  s i tu a t io n  i s  u n ique  in  
G e r m a n y ,  b e c a u s e  in  F r a n c e  an d  I ta ly ,  ev en  in  H o lland , B e lg iu m  
an d  c e r t a in l y  S c a n d in av ia ,  p r i c e  i s  no t  th e  m a jo r  f a c t o r .  I t ' s  
s t i l l  t h e r e ,  b e c a u s e  c o s t  p r e s s u r e s  a r e  su ch  e v e r y w h e r e  n o w ­
a d a y s ,  b u t  th e y  a r e  m u c h  m o r e  i n t e r e s t e d  in  s e r v i c e  and  
r e l i a b i l i t y .
18.
T h e  e f fe c t  of the  e l im in a t io n  of t a r i f f s  on the  C o m p a n y 's  t r a d e  
w ith  the  EE C :
I q u o te  the  e x e c u t iv e  v iew  on th a t  po in t:  " I  th in k  th a t  i s  a  v e r y  
d if f icu l t  q u es t io n  to a n s w e r ,  I c e r t a i n l y  d o n ' t  th in k  th a t  i t  h a s  m ade  
i t  any  m o r e  d if f icu l t  - i t  c e r t a in l y  m u s t  h av e  m a d e  i t  m o r e  e a s y  fo r  
u s  - b u t  as we a l r e a d y  h a v e  a n  e x is t in g  b u s i n e s s  and  m o m e n tu m , i t  
h a s  p r o b a b ly  a s s i s t e d  in  m ak in g  th a t  s o r t  of i n c r e a s e  p o s s ib ly  
m o r e  r a p id  th a n  i t  w ou ld  have  done . B u t  I d o n 't  th in k  th a t  we cou ld  
q u an tify  th a t .  I t  i s  c e r t a in l y  n o t  as  if w e cou ld  s ay  th a t  i t  h a d  the  
im m e d ia te  e f fe c t  of i n c r e a s i n g  o u r  s a le s  by 10% o r  so m e th in g  l ik e  
th a t ,  I d o n 't  th ink  i t  d id , I th in k  th a t  w e  h a d  the b u s in e s s  t h e r e  a n y ­
how, and th is  h a s  s te a d i ly  g ro w n , b u t  i t  i s  p ro b a b ly  j u s t  a s  m u c h ,  I 
th in k ,  th e  f a c t  th a t  w e h av e  h a d  a good p ro d u c t  to o f f e r .  A n d  w e have  
pu t th e  e f fo r t  t h e r e . "
T h e  e x p e c ta t io n  of th e  C o m p a n y  on tiie i n c r e a s e d  s a l e s  w ith  th e  E E C  
in  the y e a r s  1973 - 1975.
In the y e a r s  1973-75  the  C o m p a n y  i n c r e a s e d  i t s  s a l e s  to  the  E E C  by 
4%, th e y  w ould  hope  th a t  th ey  cou ld  k e ep  th a t  r a t e  u p . If th e y  co u ld  
go on a s te a d y  r a t e  of 5% p . a .  in  r e a l  t e r m s ,  th ey  w ou ld  b e  v e r y  
p le a s e d  w ith  th a t .  T h is  i s  a  t a r g e t ,  in  r e a l  t e r m s ,  th a t  i t  i s  going to 
b e c o m e  in c r e a s in g ly  d if f icu l t ,  and  i f  th e y  cou ld  h o ld  40% of the  
i n d u s t r y ' s  s h a r e  of the  E E C , th ey  cou ld  b e  doing  q u ite  w e l l .  Of c o u r s e  
t h i s  w ou ld  be  on an  in c r e a s i n g  m a r k e t .  T he  r e a l  g ro w th  th a t  th e y  a r e  
hoping  to  ge t i s  5-10%  p , a ,  in  th e  E E C ,  an d  th ey  w i l l  be  v e r y  d is  - 
a p p o in te d  if  th ey  d o n ' t  g e t  th a t ,  b e c a u s e  th i s  i s  w h e re  th ey  a re  look ing  
fo r  th e i r  m a in  p r o f i t a b l e  g ro w th .  T h ey  h a v e  ju s t  to s ta y  in  the UK to 
know th a t  the  r e t u r n  th a t  th e y  a r e  g e tt in g  f r o m  the m o r e  s a t u r a t e d  UK 
m a r k e t  i s  n o t v e r y  good . So th a t  i s  r e a l l y  w hy th ey  a r e  look ing  a t  th e  
E E C  to  t h e i r  m a in  g ro w th  a r e a .
O th e r  f a c t o r s  a f fe c te d  the  C o m p a n y 's  t r a d e  in  the  E E C  a f t e r  the  
UK jo in e d  the  C o m m u n ity :
T h e  f o r c e  th a t  h a s  w o rk e d  in  th e i r  fa v o u r  s in ce  the  s te a d y  e l im in a t io n
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of t a r i f f s ,  i s  the  s te a d y  d e v a lu a t io n  of the  £ ;  th e  r e d u c t io n  of
t a r i f f s  h a s  b e e n  r a t h e r  lo s t  in  th i s  d e v a lu a t io n  of s t e r l i n g .  W hat h a s
b e e n  a g a i n s t  th e m  i s  th a t ,  by  b e c o m in g  a m e m b e r  of the E E C ,  th e s e
c o n t in e n ta l  c o n v e r t e r s  h a v e  lo o k e d  v e r y  c lo s e ly  a t  the  UK m a r k e t
fo r  t h e i r  p r o d u c t s .  T h is  h a s  n o t  y e t  r e a l l y  m a t e r i a l i s e d  b e c a u s e ,  as
the  C o m p a n y  now s e e ,  th e y  a r e  j u s t  g e t t in g  i n t e r e s t e d  in  s e t t in g
t h e m s e lv e s  up, th e n  the  £ d e v a lu e d  r a p id ly ,  a n d  th ey  found th a t ,  a t
the  m o m e n t ,  the  UK m a r k e t  i s n ' t  r e a l l y  v e r y  a t t r a c t i v e .
T h e  C o m p a n y  s t i l l  f e e l  th a t  a l th o u g h , o f f ic ia l ly ,  th e y  a r e  p a r t  of
the  E E C  and a r e  on th e  s a m e  fo o t in g  a s  c o n t in e n ta l  c o m p a n ie s ,  the
f a c t  r e m a i n s  th a t  th ey  a r e  a  B r i t i s h  C o m p a n y  su p p ly in g  goods to the
C o m m o n  M a r k e t , " A s  a B r i t i s h  C o m p a n y  th ey  do su f fe r  f r o m  c e r t a in
d is a d v a n ta g e s  -  one be ing  th a t  of d e l iv e r y  d a t e s ,  and  th e  B r i t i s h
d i s e a s e ,  a s  s t r i k e s  a r e  known w ith in  th e  E E C .  N ow  th is  i s  a  v e r y
r e a l  p r o b l e m  - b e in g  an  u n d e r ly in g  w o r r y  on th e  p a r t  of a  c o n t in e n ta l
b u y e r  of p a c k a g in g  m a t e r i a l s  f r o m  the UK . , .  a r e  th e y  r e a l l y
going to b e  a b le  to  d e l iv e r y  c o n s i s t e n t ly  on  t im e  ? "
T h e  E E C  C o m m i s s i o n ’s l e g i s l a t i o n  c o n c e r n e d  w i th  the  p r o d u c t s  of 
the  C o m p a n y ,  and i t s  e f fe c t  o n  th e  C o m p a n y 's  t r a d e :
T h e  g r e a t e r  l e g i s la t i o n ,  in  t e r m  s of id e n t i f i c a t io n  of p a c k a g in g ,
p u ts  the  e m p h a s i s  c l e a r l y  on the  p a c k a g in g  c a r r y i n g  c e r t a i n  w o rd in g .
S ta n d a r d is a t io n  of s iz e  is  a n o th e r  th ing  w h ic h  i s  to  t h e i r  a d v a n ta g e ,
th e y  h av e  to  buy  t h e i r  e q u ip m e n t  to  c o v e r  a w h o le  ra n g e  of
p o te n t ia l  s i z e s , " a n d  t h e r e f o r e  t h e r e  r e a l l y  a r e  going to be  b e n e f i t s
in  s t a n d a r d i s a t io n ." A ls o  th ey  a r e  hop ing  th a t ,  f o r  e x a m p le ,  on th e
m e d ic a l  a r e a ,  t h e r e  w i l l  b e  g r e a t e r  s t a n d a r d i s a t io n  of th e  m o r e
s t r i n g e n t  s id e  of c o n t r o l .  In  o th e r  w o r d s ,  S c a n d in av ia  h a s  a l r e a d y
s e t  m in im u m  s ta n d a r d s  fo r  m e d ic a l  p a c k a g in g  q u a l i ty  an d  i t  lo o k s
a s  i f  the  E E C  m a y  be  ado p tin g  th i s ;  t h a t  w ou ld  b e  good  fo r  th e
c o m p an y  b e c a u s e  t h e r e  a r e  a n u m b e r  of p a c k a g in g  c o m p a n ie s  in
2 0 ,
E u r o p e  s e l l in g  a t  a  lo w e r  s t a n d a r d  th a n  th e m ,  an d  th ey  w i l l  be 
f o r c e d  to  i m p r o v e ,  A s id e  e f fe c t  w i l l  b e  th a t  i t  w il l  e n ab le  the  
C o m p an y  to h o ld  the  m a r k e t  u n t i l  th e  o th e r  C o m p a n ie s  a d a p t  t h e i r  
p r o d u c ts  to the s t a n d a r d  r e q u i r e d *
A f te r  B r i t a in  jo ined  the  E E C  a n d  the  C o m p a n y  w a s  t r a d in g  t h e r e  
b e f o r e ,  w h a t  i s  the  ch an g e  i t  has  on th e  C o m p a n y 's  a t t i tu d e :
10 y e a r s  ag o  th ey  u s e d  to e x p o r t  w h en  th e y  h a d  the  s p a r e  c a p a c i ty ;  
even  b e f o r e  the U .K .  b e c a m e  a m e m b e r  of th e  E E C , th ey  w e r e  
c o m m it te d  to  sup p ly in g  the E E C .  W hen  th e y  h a d  n o t  su f f ic ie n t  
c a p a c i ty  th ey  d id n ' t  f o r g e t  the  E E C  c u s t o m e r s ,  -  t h e r e  w a s  
c o m m it tm e n t  t h e r e  b e fo re  t h e  E E C ,  S in ce  B r i t a i n  jo in e d  th e  
E E C  t h e r e  i s  a n  ev en  b ig g e r  c o m m i tm e n t .  T h e y  s e e  i t  a s  b e in g  th e  
fu tu r e  of th e  c o m p a n y .
A s the  C o m p a n y  w a s  t r a d in g  in  th e  E E C  b e f o r e  B r i t a i n ' s  e n t r y  th e y  
did n o t  do  s p e c ia l  e f f o r t s  a f t e r  e n t r y .  A p a r t  f r o m  the b u s in e s s  of 
d e l i v e r i e s ,  t h e r e  i s  a  p r o b le m  in  b e in g  a b le  to  o ffer  a  m o r e  r e l i a b l e  
s e r v i c e ,  a n d  th i s  a  d e b a te  th a t  i s  s t i l l  going on now; n o t  u n c o n n e c te d  
w ith  t h e i r  B e lg ia n  p la n t  w h ich  th e y  depend  on to  f a c i l i t a t e  d e l i v e r y .
I f- th is  p la n t  i s  a b le  to  su pp ly  a s  w e l l ,  if  t h e r e  a r e  a n y  p r o b le m s  h e r e ,
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th ey  c a n  be  s u r e  th a t  t h e r e  i s  a  s o u r c e  n e a r e r  to  th e  c u s t o m e r s .  So 
any in v e s tm e n t  th ey  a r e  going to  in j e c t  t h e r e  (in  th e  B e lg iu m  p lan t)  
w i l l  ta k e  in to  c o n s id e r a t io n  th a t  p o in t .
T h e  d e v ia t io n s  f r o m  the  p la n  the  C o m p a n y  p u t  f o r  the  E E C  M a r k e t ,
T h e i r  p la n s  u s e d  to b e  v e r y  a c c u r a t e  b e f o r e  th e y  go t in v o lv ed  in th e  
E E C ,  a n d  th e  d e v ia t io n  f r o m  p la n  w i th in  th e  UK m a r k e t  w as v e r y  
n a r r o w .  T h ey  w e re  a lw a y s  w i th in  5% of a ch ie v in g  th e i r  p l a n .  T h e y  
f in d  th a t  w ith  e x p o r t in g  now t h e i r  d e v ia t io n s  a r e  m u c h  g r e a t e r ,  an d  it 
i s  m u ch  m o re  d iff icu l t  to  p la n  w ith  the s a m e  d e g r e e  of a c c u r a c y ,  fo r  
c e r t a i n  v o lu m e s  of s a l e s .
T h e  r e a s o n  fo r  th a t  i s  tw o -fo ld ;  the m a in  one b e in g  la c k  of e x p e r ie n c e  
in  judg ing  the  r a t e  of s u c c e s s  th e y  h a v e  in  p e n e t r a t i n g  th e s e  m a r k e t s ,  
they  w e r e  r e ly in g  upon  th e i r  c u s t o m e r s  to  d e v e lo p  a t  a  c e r t a i n  r a t e  
and  w e r e  r a t h e r  o p t im is t ic  ab o u t th a t  r a t e ,  b e c a u s e  of t h e i r  la c k
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of know ledge  o f  th o s e  new  c u s t o m e r s .  T h e y  a r e  s t i l l  l e a r n in g .
T h e  s e c o n d  f a c to r  i s  j u s t  th e  e ffec t  of m a c r o  e c o n o m ic  e v e n ts  th a t  
had  a g r e a t  e f fe c t  o v e r  t h e i r  b u s i n e s s .
T h e  e f fe c t  of th e  p e r f o r m a n c e  of th e  B r i t i s h  e co n o m y  on the  C o m p a n y 's  
t r a d e  w ith  th e  E E C  C o u n t r i e s :
R e la t iv e ly ,  th e i r  w a g e s  c o s t s  a r e  v e r y  m u c h  l e s s  c o n t r o l le d  th a n  
th e i r  c o m p e t i to r s  a r e ,  or have  b e e n ,  in  th e  E E C ,  T h e  C o m p a n y 's  
w a g es  h av e  b e e n  going up  v e r y  m u c h  f a s t e r .  B u t on m a t e r i a l s  c o s t s ,  
c o m p e t i to r s  im p o r t  a l l  th e i r  own r a w  m a t e r i a l ,  g e t t in g  th e m  f r o m  the  
s a m e  s u p p l ie r s  a s  the  C o m p a n y ,  A p a r t  f r o m  th e  d e v a lu a t io n  o f  th e  
£ ,  th e y  w o u ld  a l l  be on the  s a m e  b a s i s  f o r  m a t e r i a l s ,  b u t  the  
C o m p an y  i s  p a y in g  m o r e  f o r  m a t e r i a l s  th a n  th e i r  C o m p e t i t o r s ,  T he  
w a g es  e le m e n t  i s  g e t t in g  b e t t e r  a t  the  m o m e n t  •  i t  w a s  v e r y  b a d e  
a s  i t  w a s  going up so  m u c h  h i ^ e r  i n  c o s t  p e r  m a n .
A s s e s s in g  th e  e x p e c ta t io n  in  th e  Q u e s t io n n a i r e :
N o ,  o f  e m p lo y e e s ;
T h e y  have ju s t  o v e r  1000.
T h e  e x p e c ta t io n  r e g a r d in g  the i n c r e a s e  of s a l e s :
T h e  e x p e c ta t io n  m a t e r i a l i s e d  a s  the  co m p an y  f o r e c a s t e d ;  th a t  the
e f fe c t  of G r e a t  B r i t a i n ' s  e n t r y  to  th e  E E C  w ould  be  f a v o u ra b le  to
th e i r  t r a d e .  T h ey  e x p e c te d  in  1974 th a t  th e  i n c r e a s e  of s a l e s  w ou ld
be  in  the a r e a  of 5% -  10%, a n d  th ey  a c h ie v e d  th i s  t a r g e t .
T h e  p o s i t io n  of th e  g ro w th  of the t r a d e  of the  co m p an y  i f  G r e a t  
B r i t a in  h a d  n o t jo in e d  th e  c o m m u n i ty
In a n s w e r in g  t h e  q u e s t io n n a i r  in  1974 the co m p an y  e x p e c te d  th a t  if 
G r e a t  B r i t a i n  h a d  n o t  jo in e d  th e  C o m m u n ity ,  th e  g ro w th  of th e i r  
t r a d e  w ould  n o t  h av e  b e e n  the s a m e .  W h a t  m a t e r i a l i s e d  w as th a t  
the  t r e n d  of the  i n c r e a s e  o f  s a l e s  w o u ld  h av e  p ic k e d  up  i r r e s p e c t i v e  
of B r i t a in 's  e n t r y ,  a l th o u g h  e n t r y  h a d  h e lp e d  th e  i n c r e a s e  of th e  
t a r g e t s  of s a l e s .
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T h e  co m p an y  c o m m e n te d  on the  d e v ia t io n  b e tw e e n  t h e i r  a n s w e r  to  
th a t  q u e s t io n  a n d  w hat took  p la c e  in  r e a l  l i f e ,  t h a t  th e y  w e r e  w ro n g  
in  th e i r  a n s w e r  an d  th e y  w o u ld  change  i t  now by " Y e s "  i n s t e a d  of 
"N o " .
A n d  th e  r e a s o n s  f o r  th a t  •  t h a t  th ey  w e r e  t r a d in g  b e f o r e  1973 (the
d a te  G r e a t  B r i t a i n  jo in e d  the  EE C ) w ith  th e  E E C  c o u n t r i e s  and  th e i r
s t r a t e g y  w a s  to  m a in ta in  th e  p la n s  th e y  h a d  fo r  t h i s  a r e a .
O th e r  a d v a n ta g e s  th a n  th e  e l im in a t io n  of t a r i f f s  in  the  c a s e  of the  
c o m p a n y ,  w h ich  a r o s e  f r o m  G r e a t  B r i t a i n ' s  e n t r y  in to  th e  E E C .
It  i s  th e  p sy c h o lo g ic a l  e f fe c t ,  a  G e r m a n  o r  F r e n c h ,  b u y e r  m ig h t
a c c e p t  th e m  m o r e  e a s i l y  a f t e r  G r e a t  B r i t a i n ' s  e n t r y ,  *They s t i l l
look  upon th i s  co u n try  a s  b e in g  a n  i s la n d ,  w h ich  i s  s t r i k e  p r o n e  -
and  th a t  is  s t i l l  v e r y  m u c h  the  c a s e ,  h o w e v e r  m u c h  th e y  a r e  m e m b e r s ,
and  h o w e v e r  m u c h  th e y  w ave  th e i r  m e m b e r s h i p  c a r d s  u n d e r  th e
b u y e r s '  n o s e s , '
O th e r  o b s t a c l e s  to  the  e n t r y  th a n  th e  t a r i f f s  duty:
a) The n a t io n a l  f e e l in g  a s  d is a d v a n ta g e ,  an d  a s  a  b a r r i e r  to  t h e  e n t r y ,  
in  the ca  se of the  co m p an y
T h e  c o m p an y  h a s n ' t  e x p e r ie n c e d  th a t  s o r t  of b a r r i e r ,  b e c a u s e  th e y
(E E C  c o u n t r ie s )  w e r e  v e r y  in te r n a t io n a l  in  t h e i r  a t t i tu d e s  to w a r d s
the  p a c k a g in g  in d u s t r y .  W h e th e r  t h i s  m ig h t  h a v e  b e e n  b e c a u s e  th e
s m a l l e r  E E C  c o u n t r i e s  w e r e  a l r e a d y  u s e d  to  b u y in g  f r o m  o th e r  c o u n t r ie s ,
b) T a x a t io n
T h e y  a r e  a s s u m in g ,  an d  th e y  a r e  n o t  a w a r e  of th e  d e t a i l s ,  th a t  fo r
any  g o o d s  th a t  go in to ,  s a y ,G e r m a n y  f r o m  an  E E C  m e m b e r  go in  on
th e  s a m e  b a s i s  a s  goods m a n u f a c tu r e d  t h e r e .
T h e  d e v a lu a t io n  of th e  £ a n d  i t s  e ffec t on the  c o m p a n y 's  t r a d e
In the  e l e m e n ta r y  q u e s t i o n n a i r e  the  co m p an y  r e s p o n d e d  to the
q u e s t io n  of the d e v a lu a t io n  of the  £ ,  th a t  it  w o u ld  h e lp  i n c r e a s e
i t s  t r a d e  , , , and  w h a t m a t e r i a l i s e d  w e n t  a c c o r d in g  to th a t  e x p e c ta t io n .
T h e  c o m p e t i t io n  w h e n  f i r m s  i n  the  E E C  c o u n t r i e s  t r i e d  to  p e n e t r a t e  
the  UK m a r k e t  a f te r  G r e a t  B r i t a i n ' s  e n t r y  in to  the C o m m u n ity
In the  e le m e n ta r y  q u e s t i o n n a i r e  the  co m p an y  e x p e c te d  i n c r e a s e d
c o m p e t i t io n  f r o m  f i r m s  in  the  E E C  c o u n t r ie s  in  th e  UK m a r k e t ,  and
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th ey  s t i l l  d o .  B u t t h e i r  e x p e c ta t io n s  h a v e n ' t  b e en  fu l ly  m e t ,  b e c a u s e  
of the d e v a lu a t io n  of the  £ ,  w h ic h  m a d e  th e  im p o r t e d  p r i c e s  to  th e  
UK m a rk e t ;  d e a r e r  in  r e l a t i o n  to  the  UK p r o d u c t s .
T hey  ex p ec t  t h e  c o m p e t i t io n  w i l l  ta k e  p la c e  a f t e r  th e  £ g e ts  le v e l  w ith  
E E C  c u r r e n c i e s ,  an d  th e y  a r e  e x p e c t in g  i t  to  be  s e r i o u s .  B u t  a t the  
m o m e n t ,  th ey  th ink , th e  C o m p e t i to r s  a r e  n o t  p e n e t r a t i n g  th e  hom e 
m a r k e t  b e c a u s e  o f  th e  p r i c e  f a c t o r .
If the  £ w a s  s ta b le ,  a  n u m b e r  of c o n t in e n ta l  c o n v e r t e r s  w ould  be
s te a d i ly  a b le  to  i n c r e a s e  t h e i r  b u s i n e s s  in  th e  UK,
T he  C o m p e t i to r s  see  f r o m  th e i r  v iew p o in t;  the  p s y c h o lo g ic a l  e f fe c t
w o rk in g  in s the  r e v e r s e ;  th a t  G . B , now i s  p a r t  of the E E C  m a r k e t ,
and  th e y  shou ld  o p e r a te  in  i t .  T h e y  see  GB a s  b e in g  a  v e r y  b ig  p o te n t ia l
m a r k e t ,  p ro b a b ly  th e  b ig g e s t  o u ts id e  W e s t  G e r m a n y ,  fo r  p a c k a g in g  and
p a c k a g in g  m a t e r i a l s ;  B r i t a i n  h a s  th e  p a r t i c u l a r  a d v a n ta g e ,  th a t  none
of Ihe o th e r  E u r o p e a n  c o u n t r i e s  in th e  E E C  h a v e ,  in  th a t  th e  p u r c h a s in g
is  c e n t r a l i s e d  on a n u m b e r  o f  m a j o r  m a n u f a c t u r e r s .  So th a t  b y  v is i t in g
tw o, o r  t h r e e ,  c e n t r a l  o f f ic e s ,  an d  r e a l l y  g e tt in g  in v o lv e d  t h e r e ,
th ey  c a n  ge t a  s ig n if ic a n t  v o lu m e  of the  p a c k a g in g  b u s in e s s .  T he
c o n t in e n ta l  s ty le  h a s  b e e n  v e r y  m u c h  m o r e  n a r r o w ; ' t o  s ay  th i s  i s  o u r
s o r t  of p r o d u c t  a n d  w e w i l l  g e t  a s  m u c h  b u s i n e s s  a s  w e c a n  fo r  th a t ,  -
th ey  d o n ' t  h av e  th e  b r o a d  r a n g e  th a t  DR G h av e  in  th e  UK,
T h e  p o s i t io n  of th e  sh if t  of t r a d e  in  fa v o u r  of th e  c o m p e t i t o r s  w h ich  
the  c o m p an y  e x p e c te d  in  th e  e le m e n t& r y  q u e s t i o n n a i r e
In 1974 , the  c o m p a n y  e x p e c te d  th a t  t h e r e  w ould  be  a sh if t  i n  f a v o u r  of 
the  C o m p e t i to r s  f r o m  th e  E E C ,  bu t th a t  h a s  n o t  m a t e r i a l i s e d , ' If we 
d is c o u n t  the  d e v a lu a t io n  of the  £ ,  w h ic h  i s  to  th e  C o m p a n y 's  a d v a n ta g e ,  
and  s a y  th e  £ i s  m u c h  m o r e  s ta b le  and th e y  a r e  p a r t  of th e  SNAKE, th en  
the  C o m p a n y  b e l i e v e s  t h e r e  a r e  two f a c t o r s :  One: th a t  t h e r e  i s  a 
c o n s id e r a b le  a m o u n t  of v o lu m e  of p a c k a g in g  in  th is  c o u n try  of s p e c i f i c a ­
t io n s  w hich  the  E u r o p e a n  c o n v e r t e r s  a r e  w e l l  a b le  to  p r o d u c e ,  an d  
th e r e f o r e  th e y  w ould  go f o r .  Tw o: th a t  the  c o m p e t i to r s  b a s i c  c o s t  
s t r u c t u r e  w i l l  p ro b a b ly  fav o u r  uSj b e c a u s e  th ey  buy  the  s a m e  ra w
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m a t e r i a l s  a s  the  C o m p a n y  d o e s ,  f r o m  the  s a m e  s o u r c e s ,  an d  on a 
l im i t e d  s u r v e y ,  w h ich  th e  C om pany  h a s  d e n e ,  i t  w o u ld  a p p e a r  th a t  
t h e i r  la b o u r  c o s t s  a r e  -  o r  w e r e  -  m o r e  s ta b le  th a n  the  C o m p a n y )s ,  
h ig h e r ,  b u t  m o r e  s t a b l e , '
T h e  p r o b le m  th e  C o m p an y  h a s  i s  th a t  i t  g e ts  b u s in e s s  f r o m  a 
c u s t o m e r ,  and  h a s  c o n s ta n t ly  to  go b a c k  a n d  a s k  f o r  p r i c e  i n c r e a s e s  
a s  i t  i s  t r y in g  to r e c o v e r  c o s t s .  If th e y  w e r e  m o r e  s ta b le  -  a l th o u g h  
h ig h e r ,  th i s  w ou ld  n o t  a r i s e .  T h e  C o m p a n y  h a s  e x p e r i e n c e d  th a t  
c o n t in e n ta l  c o n v e r t e r s  a r e  p r e p a r e d  to  s ay  w h a t  th e i r  p r i c e  w i l l  be  
fo r  6 , o r  12 m o n th s ,  a n d  th e n  th e y  w i l l  s t i c k  to  i t .
How th e  com pany  i s  going to m e e t  the  new  c o m p e t i t io n  in  th e  UK M a rk e t?  
In the p r e l i m i n a r y  Q u e s t io n n a i r e  th e  c o m p a n y  e x p e c te d  to  m e e t  th e  
c o m p e t i t io n  in  the  UK M a r k e t ,  f r o m  f i r m s  in  th e  E E C  c o u n t r i e s ,  by a  
m o r e  f le x ib le  a p p r o a c h  to w a r d s  s a t i s fy in g  u r g e n t  d e l i v e r i e s ,  r e c t i fy in g  
t e c h n i c a l  p r o b l e m s  e tc .  T h e  c o m p a n y  c o m m e n te d  a f te r  tw o  y e a r s  
( in  1976 , th e  t i m e  b e tw e e n  th e  e l e m e n t a r y  q u e s t io n n a i r e  a n d  th e  
a s s e s s m e n t ) ,  th a t  th e y  a r e  n o t  in c l in e d  to  c u t  p r i c e .  If th e y  cu t  p r i c e s  
i t  i s  only  in  the  s h o r t  t e r m ,  a s  a  m e a s u r e  to  h o ld  b u s in e s s .  T h e i r  m a in  
p h i lo so p h y  i s  d ic t a t e d  b y  th e  p r e s s u r e  w h ich  i s  t h e r e  - th e n  if  th ey  
c a n ' t  h o ld  the  b u s in e s s  on s e r v i c e  w h ich  th ey  w o u ld  l ik e  to , w ith  
t e c h n ic a l  su p p o r t ,  th en  they  w i l l  a s  q u ick ly  a s  p o s s ib le  d ev e lo p  an 
a l t e r n a t iv e  m a t e r i a l  c h e a p e r  to the  c u s to m e r  an d  h o p e fu lly  s t i l l  
m a k in g  a s  m u c h  p r o f i t  f o r  th e m .
T h e  c h a n g e s  of th e  m e th o d s  o f  m a r k e t in g  and d i s t r i b u t io n  in  the  
e x te n d e d  m a r k e t  th a t  th e  c o m p a n y  e x p e c te d  to  u n d e r t a k e .
In  1974, the  c o m p an y  r e s p o n d e d  to  th a t  q u e s t io n  by  s ta t in g ,  th a t  th ey
in te n d e d  to  change th e i r  m e th o d s  of m a r k e t in g  an d  d i s t r ib u t io n  in  the
e x te n d e d  m a r k e t .  Now they  a r e  say in g  th a t  th is  r e f l e c t s  on w h e re  they
a r e  i n c r e a s in g ly  e m p lo y in g  f o r e ig n  n a t io n a l s  a s  th e i r  r q j r e  se n ta t iv e  s, and
a r e  t h e r e f o r e  lo c a l s  in  the m a r k e t s  in w h ich  th ey  a r e  o p e ra t in g .
O r ig in a l ly  p eo p le  w ho  w e r e  e m p lo y e d  a s  r e p r e s e n t a t i v e s  w e r e  UK
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n a t io n a l s ,  who h a d  d i f f ic u l t ie s  w i th  the  lan g u ag e  e t c . ’ T h e  co m p an y  
th in k s  in  t e r m s  of "w h e n  in  R o m e  - do a s  R o m a n s  d o " .  We have  
l e a r n t  th a t  l e s s o n .  '
T h e  a b i l i ty  of the  co m p an y  to s e l l  the  s a m e  k in d s  of p r o d u c t s  in  the  
E E C  M a r k e t .
In 1974 , the  co m p an y  r e s p o n d e d  to  th a t  q u e s t io n ,  th a t  th ey  e x p ec te d  to  
be  ab le  to  s e l l  the  s a m e  k in d  of p r o d u c t s  in the  ex ten d e d  m a r k e t .  Now 
th e i r  c o m m e n t  i s  th a t  th e y  v e r y  m u ch  do so. T h e y  have  found th a t  th ey , 
a r e ,  o r  w e r e ,  o f fe r in g  v e r y  a d v a n c e d  p ro d u c ts  a n d  t h e r e f o r e  ab le  to  
have  a r e a d y  m a rk e t ;  s t r a ig h ta w a y  , f o r  the  type  of p ro d u c t  they  h av e  
b e e n  su p p ly in g .  M o r e  r e c e n t ly ,  c o n t in e n ta l  c o n v e r t e r s  h av e  s t a r t e d  
p ro d u c in g  the  s o r t  of m a t e r i a l  th a t  the c o m p an y  d o e s .  T h e y  have  
c a u g h t  up w ith  the  te ch n o lo g y .  B u t  the  C om p an y  i s  h o p in g  th a t  i t  can  
b r in g  out a n o th e r  g e n e r a t io n  of m a t e r i a l s ,  and  k e ep  a h e a d .
T h e  in v e s t m e n t  the  c o m p an y  in te n d e d  to  do in  th e  E E C  m a r k e t .
W hen  the  co m p an y  w a s  a sk e d  in  1974 a b o u t  i t s  in te n t io n  to in v e s t  
d i r e c t l y ,  by  lo c a t in g  a  new  p la n t  in  any of th e  E E C  c o u n t r i e s ,  they  
r e s p o n d e d  by  the  a n s w e r  " y e s " .  W hen th e y  w e r e  a s s e s s e d  in  1976, 
t h e i r  a n s w e r  w a s  th a t  th ey  w e r e  a t  an a d v an ced  p la n n in g  s tag e  th e n  a n d ,  
" Y es th ey  d id  i n v e s t .  "
E c o n o m ie s  of s c a le s
T h e  c o m p an y  in  1974 e x p e c te d  to  o b ta in ,  and w a s  o b ta in in g  fo u r  f o r m s  
of e c o n o m ie s  of s c a l e .  In the  a s s e s s m e n t  p r o c e s s ,  w hen th e y  w e re  
a s k e d  i f  they  s t i l l  o b ta in  th e s e  f o r m s  of e c o n o m ie s  of s c a l e ,  the  
a n s w e r s  r e g a r d i n g  each » w ere  a s  fo l lo w s :
R a n k  1: A b il i ty  to  u s e  m o r e  s p e c i a l i s e d  an d  s o p h is t i c a te d  e q u ip m e n t  
T h e i r  a n s w e r  i s  th a t  th ey  s t i l l  r e t a i n  th a t  f o r m  of econom y of s ca le  
R a n k  2: L o n g e r  p ro d u c t io n  r u n s
T h e i r  a n s w e r  w a s  " Y e s " ,  they  a r e  s t i l l  o b ta in in g  th a t  f o r m  of e co n o m y  
of s c a le ,  b u t  i t  i s  r a t h e r  i ro n ic  th a t  w h e r e  th ey  a r e  g e tt in g  new 
c u s t o m e r s ,  they  a r e  ten d in g  to  h a v e  s h o r t e r  p ro d u c t io n  ru n s ,  b e c a u s e  
the  c u s to m e r s  a r e  ch an g in g  the  p a c k a g in g  to a  new  s ty le ,  an d  doing i t
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g r a d u a l ly .  C e r t a i n ly ,  on  a v e r a g e ,  th ey  w o u ld  h o p e  th a t  a s  th ey  
d ev e lo p  in to  a  m a r k e t  th a t  th e y  w i l l  g e t  lo n g e r  a n d  lo n g e r  p ro d u c t io n  
r u n s .
T h e  m a c h i n e r y ,  e q u ip m e n t ,  a n d  p ro d u c t io n  m e th o d s ,  of the  co m p an y  
h e lp  th e m  to  g e t  t h e i r  f o r m s  of e c o n o m ie s  of s c a l e ,  b e c a u s e  i t  i s  
f le x ib le  enough , i n  a  g e n e r a l  p u rp o s e  t e r m ,  to  do d i f fe re n t  d e s ig n s  
in  d i f f e r e n t  c o lo u r s .
R a n k  3: O rg a n i s a t io n a l  E c o n o m ie s  of S c a le  i , e ,  c o n c e n t r a t i n g  
c o n t r o l  of a  n u m b e r  of p r o d u c t io n  u n i t s  w ith in  one m a n a g e m e n t  f r a m e  
w o rk
In 1974 th e  com p an y  s t a t e d  th a t  th ey  e x p e r i e n c e d  th a t  s o r t  of e co n o m y  
of s c a le  -  t h e i r  c o m m e n t  now i s  th a t  th a t  i s  s t i l l  t r u e .  T h e  b a s ic  
p la n  i s  th a t  the  o p e r a t io n  i n  B e lg iu m ,  for e x a m p le ,  w i l l  h av e  i t s  
own l o c a l  m a n a g e m e n t  in  t e r m s  of day  to  day ru n n in g  of the  p la n t ,  
bu t m a r k e t in g ,  s e r v i c e ,  a n d  s u p p o r t ,  w i l l  be  e m p lo y e d  c e n t r a l l y  
f r o m  B r i s t o l ,  So th e y  a r e  r a t i o n a l i s e d  on th a t  o n e .  T h ey  a r e  n o t  going 
to  d u p l ic a te  a l l  th e s e  s e r v i c e s .
R a n k  4: A b il i ty  to  u s e  l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t  
T h e r e  i  s no doubt th a t  b e c a u s e  of th e  r a p i d  r i s e  of la b o u r  c o s t s ,  
in  p a r t i c u l a r ,  it  i s  e s s e n t i a l  to  h av e  f a s t e r  ru n n in g  m a c h in e s ,  so 
ou tpu t p e r  m a n  h o u r  i s  as  h igh  a s  p o s s i b l e .
T h e r e  a r e  o th e r  e c o n o m ie s  of s c a le  w h ich  th e  co m p an y ,  in  the  
p r e l i m i n a r y  q u e s t i o n n a i r e ,  i n d ic a te d  a r e  a p p l i c a b le ,  b u t  th e y  
d e c l in e d  to  r a n k  t h e s e .  T h e s e  a r e :
A d v a n ta g e s  of B ulk  B uying
W hen th e  co m p an y  w e r e  a s k e d  i f  th e y  e x p e r i e n c e d  th a t  f o r m  of 
e co n o m y  of s c a le ,  th ey  a n s w e r e d  "Y e s  a n d  N o " ,  T h r o u g h  th e  G ro u p  
th e y  h a d  a  C e n t r a l  B uy ing  D e p a r tm e n t  w ho  e n d e a v o u r  to  g e t  m a x im u m  
d i s c o u n t s .  B u t  the  p r o b le m  i s  th a t ,  b e c a u s e  of t h e i r  w id e  f le x ib le  
m a t e r i a l s ,  th ey  a r e  not a b ig  b u y e r  in  any  w ay , a n d  t h e r e f o r e  th ey
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t r y  to  go fo r  th e s e  d is c o u n ts  -  b u t  i t  d o e s  n o t  m a k e  v e r y  m u c h  
d i f f e r e n c e ,  and  th e  s u p p l i e r s  a r e  v e r y  w i d e s p r e a d .  T h ey  h av e  the  
a d v a n ta g e  o f  n o t  b e in g  r e l i a n t  on one  p a r t i c u l a r  s u p p l i e r ,  an d  the 
d is a d v a n ta g e  o f  n o t  b e in g  a b le  to  n e g o t ia te  any  d is c o u n t .
M a r k e t in g  e c o n o m ie s  i ,  e ,  s h a r in g  a d v e r t i s i n g ,  p r o m o t io n  an d  
m a r k e t in g  c o s t s
T h is  i s  d e b a te a b le ,  a l th o u g h  i t  c a n  be v a l id  in  th e  s en se  th a t  th e  
p r o m o t io n  c o s t s  w h ich  so m e  r e p r e s e n t a t i v e s  h a v e  can  b e  s p r e a d  
o v e r  one a r e a  of m a r k e t in g .  A n  ex am p le  is  th a t  t h e  s a le s  r e p r e s e n t a ­
t iv e  in  B e lg iu m  c o v e r s  o th e r  c o u n t r ie s  b e s id e  B e lg iu m ,
E f f ic ie n c y
1, Im p r o v e d  le v e l  o f  o u tp u t  p e r  m a n
T h e  co m p an y  f in d  th a t  th a t  f o r m  of e ff ic ie n cy  i s  d if f ic u l t  to  o b ta in .
T h e  C o m p a n y  s e e s  i t  a s  a  v e r y  d i f f ic u l t  s u b je c t  w h ich  th e y  d o n 't  t a lk  
a b o u t  too  lo u d ly .
P r i n t i n g  and  p a c k a g in g  have  v e r y  s t ro n g  T r a d e s  U n io n s ,  a  n u m b e r  of 
T r a d e s  U nions  a r e  in v o lv e d .  T h e r e  i s  a  d i f f e r e n c e  b e tw e e n  the  C r a f t  
U n io n s  an d  the N o n - C r a f t  U n io n s ,  an d  in  the  UK th e  co m p an y  i s  h a v in g  
c o n s id e r a b le  p r o b le m s  o v e r  o b ta in in g  s ig n if ic a n t  im p r o v e m e n t s  in  
o u tpu t,  w ith o u t  a c tu a l ly  h a v in g  to  p a y  f o r  th e m .
T h e r e f o r e ,  w h i l s t  they  a r e  b e in g  e x h o r te d  by th e  G o v e rn m e n t  to r e ­
i n v e s t  in  new c a p i t a l  e t c , ,  th e y  f in d  th a t  th e y  w i l l  buy  n ew  m a c h in e s  
a n d  t h e r e  w i l l  be a  len g th y  p e r i o d  o f  n e g o t ia t io n  a s  to  the  a c tu a l  
p r e m i u m  of ru n n in g  th e m , a n d  a t  the  end  of the d a y  the  a d v a n ta g e  i s  
n o t  v e r y  g r e a t .  A lth o u g h  th e y  r u n  f a s t e r  a n d  w id e r  th e  c o m p a n y  i s  
h av in g  to  p ay  th e  o p e r a to r s  m o r e  to  r u n  th e m ,  b e c a u s e  th e  un ions  
h a v e  th e  p o w er  -  a lm o s t  -  to r e fu s e  to  r u n  th a t  m a c h in e  u n t i l  th e y  
h a v e  n e g o t ia te d  a r a t e .
T h e r e  i s  a c r i s i s  of co n fidence  h e r e  - a  c o n s id e r a b le  l a c k  of t r u s t .  
T h e r e  i s  the  f e e l in g  th a t  f i g u r e s  c an  be  u s e d  to  p ro v e  th in g s  e i th e r  w a y .  
R e la t io n s h ip s  a r e  n o t  too  good; m a in ly  b e c a u s e  t h e r e  a r e  so m a n y  
u n io n s .  W ith  j u s t  one u n io n ,  m a y b e ,  i t  w o u ld  be  e a s i e r ,
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T h e r e  a r e  t h r e e  u n io n s  in  the B r i s t o l  p la n t ,  the  p r i n t e r s  (who a r e ;  
C r a f t ) ,  an d  two a l l i e d  t r a d e s  u n io n s ,  w ho  r u n  th e  c o a t in g  an d  
f in ish in g  m a c h i n e s .  And th e n  of c o u r s e  t h e r e  a r e  in  a d d i t io n  th e  
E n g in e e r in g  u n io n s .  T h e  C o m p an y  h a s  a  p e r f e c t  c o m p a r i s o n  b e tw e e n  
th e i r  p la n t  in  B e lg iu m , and  th e  p la n t  in  B r i s t o l ,  T he  com p an y  c a n ' t  
say  to  th e  U nion c h ie f s  in B r i s t o l  do th i s  b e c a u s e  i t  i s  b e in g  done in  
B e lg iu m ,  I t ' s  v e r y  d if f icu l t ,  an d  v e r y  f r u s t r a t i n g ,  an d  d o es  m e a n  th a t  
t h e i r  a d v an tag e  h e r e ,  in  t e r m s  o f i n v e s t m e n t  in  e q u ip m e n t ,  i s  b e in g  
b lu n te d  f o r  a  lo t  of the  t i m e .
A t t r a c t i n g  an d  em p lo y in g  m a n a g e r i a l  s k i l l s
T h e  a n s w e r  fo r  th i s  f o r m  of e f f i c ie n c y ,  p r o b a b l y ,  i s  y e s .  B u t  
t h e i r ' s  i s  n o t  a  t e c h n i lo g ic a l  in d u s t r y  in  th e  a c c e p te d  s e n s e ,  th ey  
te n d  to  g e t  p eo p le  co m in g  to w a r d s  th i s  in d u s t r y  who a r e  n o t  s p e c i a l i s t s  
and  n o t  the  h i g h - f l i e r s  of th e  c h e m ic a l  i n d u s t r y .
T h a t  i s  th e  f a c t  of th e  s i tu a t io n ,  b u t  w i th in  the  m a n a g e m e n t  s t r u c t u r e  
th e y  h a v e  a l a r g e  n u m b e r  of g r a d u a t e s  w ho  o f te n  c o m e  to  th e  C o m p an y  
by  c h a n c e ,  or have  b e e n  t r a n s f e r r e d  f r o m  o th e r  p a r t s  of th e  g ro u p  
w h e r e  th ey  have  b e e n  e m p lo y e d .  So t h e i r  m a n a g e r i a l  q u a l i ty  i s  
p r o b a b ly  q u ite  h ig h ,  b u t i t ' s  n o t  f r o m  a lo g ic a l  in i t ia l  r o u t e ,
F IN A L  CO M M EN T O F  T H E  A T T IT U D E  O F  TH E COM PANY TOWARDS 
B R IT A IN 'S  EN T R Y  IN T O  T H E  E E C ,  IN T H E  CASE O F  TH E COM PANY 
In 1974, th e  g e n e r a l  c o m m e n t  o n  th e  b e n e f i t s / d i s a d v a n ta g e s  of UK 
m e m b e r s h i p ,  th a t  h a d  b e e n  e v id e n c e d  as  f a r  a s  the  c o m p a n y  w a s  
c o n c e rn e d ,  w a s  th a t  t h e r e  w a s  " a  s ig n i f ic a n t  r e d u c t io n  in  th e  e a r l i e r  
a t t i tu d e  to w a r d s  th e  s e g r e g a t in g  of h o m e  and e x p o r t  c u s t o m e r s ,  and  r e a l  
p r o g r e s s  to w a r d s  e q u a l  im p o r ta n c e  b e in g  a t t a c h e d  to  the  m a r k e t  as  a  
w ho le  ",
W hen the  co m p an y  w a s  a s s e s s e d  in  1976 t h e i r  c o m m e n t  w a s ,  I quo te :
" I  th in k  th e  m a in  r e m a r k  I w ou ld  m a k e  in  g e n e r a l  t e r m s  i s  th a t  
e v e r y th in g  s e e m s  to  h a p p e n  a lo t  s lo w e r  th a n  one w ou ld  lh a v e  l ik ed ,  
o r  in te n d s  to  h ope , b u t  one e x p e c ts  th a t  w e  w i l l  b e c o m e  a m e m b e r  of
'29 .
E u r o p e ,  and  th a t ,  t h e o r e t i c a l ly ,  y o u  h a v e  su d d en ly  g o t  th e  m a r k e t  
of 250 m i l l io n  in s t e a d  o f  50 m i l l io n  th e n  s u r e ly  e v e r y th in g  sh o u ld  
fo l lo w . W e h a v e n ' t  r e a l l y  found  th a t  -  we h av e  found  th a t  we h a v e  h a d  
to  g a in  a c c e p ta n c e  in  E u r o p e a n  a n d  E E C  a r e a s  in  j u s t  th e  s a m e  w ay  a s  
we h av e  to in  th e  UK, a n d  we h av e  to  s t e a d i ly  b u i ld  co n f id e n ce  w ith  
th e s e  c o m p a n ie s  I d o n 't  th in k  th a t  b e in g  a  B r i t i s h  m a n u f a c t u r e r  h a s  any 
r e a l  d i s a d v a n ta g e s  in  t e r m s  of q u a l i ty  o r  r e s p e c t  fo r  th e  p ro d u c t ,  and  
the  only w o r r y ,  a n d  it i s  a  b ig  one , on th e  p a r t  of the E E C  c u s to m e r s ,  
i s  the d i s e a s e  of th e  in a b i l i ty  to  p r o m i s e  d e l iv e ry ,  I k n o w  th a t  th e y  
m a k e  too  m u c h  of th i s  a t  t im e s ,  a s  I know th a t  o th e r  c o m p a n ie s  a r e  
s o m e t im e  la te  fo r  v a r io u s  r e a s o n s .  B u t the  f a c t  r e m a i n s  th a t  
t h e r e  a r e  m a n y  m a j o r  p la n t s  th a t  a r e  b e in g  d ra w n  f r o m  in D e n m a r k ,  
and  p l a c e s  l ik e  th a t ,  t h a t  h a v e  th e  m a t e r i a l s  t h e r e  on th e  n a i l  e v e ry  
t im e  w h en  i t  i s  r e q u i r e d .  I t  j u s t  d o e s t  n o t  s e e m  to  h a p p e n  h e r e  ( in  th e  
UK) I ts  r a t h e r  d e p r e s s i n g , "
T h e  c o m p an y , 's  p la n s  a n d  a t t i tu d e s  fo r  i t s  f u tu r e  in  th e  E E C  m a r k e t  
I quo te :
"W ell  if  we lo o k  t o  the  fu tu r e  we h av e  bough t a  p la n t  in  the  E E C  - 
on the  o th e r  s id e  of th a t  b i t  of w a te r  - an d  w e  hope  by  th a t ,  we th e n  
h av e  th e  o p p o r tu n i ty  to  expand th a t  d e f in i te ly .  T h e r e  a r e  tw o  s ty le s  
of o p e ra t io n .  One th a t  te n d s  to  g o  f o r  q u a l i ty ,  and  i s  v e r y  m u c h  
c h a rg in g  p r i c e s  a t  the  h ig h e r  end  of t h e  m a r k e t .  T he  c o m p an y  th a t  w as  
b o u g h t  t h e r e  i s  a  good q u a l i ty  c o m p an y  -  v e r y  m u c h  m o r e  u s e d  to
o p e ra t in g  a t  th e  s h a r p  and , in  m o r e  f le x ib le  a n d  t ig h t  c o s t  c o n t r o l le d  
o p e r a t io n s ,  w h ich  h a s  n o t  b e en  a l l  th a t  p r o f i t a b l e  in  th e  p a s t ,  b u t i s  
an  e f f ic ie n t  e n o u g h  o p e r a t io n .  So we h a v e  the  o p p o r tu n i ty  t h e r e  of 
b u ild in g  cn th a t  one to  d ev e lo p  th e r e ,  in  th e  k now ledge  th a t  t h i s  p la n t  
h a s  p r o b a b ly  r e a c h e d  th e  top  in s iz e  now , a n d  w e  h a v e  in  th e  b a c k  of 
our m in d s  th e  quite  r e a l  w o r r y  ab o u t the  ex p an s io n ,  a n d  a l s o  th e  w o rk  
p r a c t i c e s  w h ic h  h av e  d e v e lo p e d  h e r e ,  w h ich  m a y  m e a n  th a t  o u r  u n it  
c o s t s  in  E u r o p e  co u ld  r e a c h  a n  u n r e a s o n a b le  l e v e l , "
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BACKGROUND
a) H i s t o r i c a l  C o m p an y  F o r m a t io n
In 1898 a M r .  H a r r y  S k e e t  B r o w n  and  a M r ,  J e t h r o  W ade  f o r m e d  
a co m p an y  c a l l e d  B ro o m  & W ade L t d , .
In the s a m e  y e a r  M r ,  W il l ia m  R e a r  e l l  f o r m e d  the  R e a r  a l l  
C o m p a n y .
In 1968 B r o o m  & W ade L t d . ,  m e r g e d  w ith  H o lm an  B r o t h e r s
to f o r m  the  I n te r n a t io n a l  C o m p r e s s e d  A ir  C o r p o r a t io n .  In
1969  R e a r e l l  C o m p a n y  jo in e d  the  G ro u p ,  In 1973 B r o o m
W ade & R e a r e l l  w e r e  m e r g e d  to f o r m  C o m p a ir  I n d u s t r i a l  L t d . ,
b e c o m in g  the  l a r g e s t  U ,K ,  c o m p r e s s e d  a i r  e q u ip m e n t  m a n u f a c tu r e r
and ra n k in g  s ix th  in  the w o r ld ,
b) L o c a t io n  & P r o d u c t io n  R a n g e s
C o m p a ir  I n d u s t r i a l  L i m i t e d  h a s  t h r e e  m a n u fa c tu r in g  p la n ts :
1. T h e  B ro o m  W ade  W o r k s , H igh  W y co m b e ,  B u c k in g h a m s h i r e .  
T h is  w o r k  p ro d u c e s  the B r o o m  W ade r a n g e  of r o t a r y ,  s c r e w  and  
r e c i p r o c a t in g  a i r  c o m p r e s s o r s .  T h e s e  a r e  a v a i la b le  in p o r t a b le  
u n i ts  for p a in t  s p ra y in g  th ro u g h  to c o m p le te  i n s t a l l a t io n s  to  p ro v id e  
a i r  p o w e r  fo r  a m a jo r  m a n u fa c tu r in g  p la n t ,
2. T he  D anen  W o rk s  a t  Y s t a l y f e r a ,  S. W a le s
T h is  p r o d u c e s  a r a n g e  of o v e r  350 p o w e r  to o ls  u n d e r  the B r o o m  
W ade n a m e ,  c o n s i s t in g  of D r i l l s ,  t a p p e r s ,  g r i n d e r s ,  s a n d e r s ,  
s c r e w d r i v e r s  e tc .
3. R e a r e l l  W o rk s ,  Ip sw ic h ,  Suffo lk .
T h is  f a c to r y  p r o d u c e s  the  R e a r e l l  r a n g e  of c e n t r i f u g a l ,  m a r in e  
r e c ip r o c a t in g ,  i n d u s t r i a l  r e c ip r o c a t i n g  an d  s m a l l  vane  m a c h in e s .
It a l s o  p ro d u c e s  e l e c t r o - h y d r a u l i c  a u to m a t ic  c o n t ro l  s y s t e m s .  
P r o d u c t  U sage
B ro o m w a d e  & R e a r e l l  a i r  c o m p r e s s o r s  an d  p n e u m a t ic  to o ls  c an  
be found in a lm o s t  e v e r y  i n d u s t r y  th ro u g h o u t  th e  w o r ld .  T h e  u s e  
of c o m p r e s s e d  a i r  p o w e r  i s  b e s t  e x p la in e d  in  th a t  in a  l a r g e  n u m b e r  
of in d u s t r i e s  i t  p la y s  a v i ta l  r o le  f o r  e x a m p le  in  the  B re w in g ,
2.
C h e m ic a l  p r o c e s s in g .  O il re f in in g , v e h ic le  m a n u fa c tu re , food  
p r o c e s s in g ,  a i r c r a f t  m a n u fa c tu r  e , s te e lm a k in g , sew ag e  p la n t ,  
n e w s p a p e r s ,  fo u n d r ie s ,  sh ip p in g , g a ra g e  and  d o m e s t ic  e q u ip m e n t 
m a n u fa c tu r  e r  s ,
I t sh o u ld  be  n o te d  th e  r a n g e  v a r i e s  f ro m , fo r  e x a m p le , a i r  
c o m p r e s s o r s  fo und  on g a ra g e  f o r e c o u r ts  a t £ 2 0 0  to  a i r  c o m p r e s s o r s  
of a  h ig h ly  te c h n ic a l  n a tu re  c o s tin g  o v e r  £ 2 5 0 , 000 u s e d  in h e a v y  
in d u s t ry .
C o m p e ti to rs
By the  n a tu re  of th e  b u s in e s s  w h ic h  is  h ig h ly  d iv e r s e  in  the  l a s t  
few  y e a r s  m an y  c o m p e t i to r s  h a v e  gone ou t o f b u s in e s s .  In E u ro p e  
the co m p an y  h a s  to  c o m p e te  w ith  m a n u fa c tu r in g  c o m p a n ie s  m ak in g  
c o m p r e s s o r s  in  F r a n c e ,  I ta ly , B e lg iu m , Sw eden & G e rm a n y , In 
E u ro p e  C o m p a ir  a r e  N u m b e r 2. H o w ev er if  you ta k e  the n in e  
C o m m o n  M a rk e t  C o u n tr ie s  C o m p a ir  in  N u m b e r 1 ." In  c e r ta in  a r e a s  
we a r e  s t r o n g e r  th an  o u r  c o m p e t i to r  s i s  th e  C om m on  M a rk e t  in  
o th e r  a r e a s  th e  r e v e r s e  is  t r u e .  O ur m a in  c o m p e t i to r s  a r e  
A m e r ic a n  and  the B ig  T h re e  h a v e  tu r n o v e r s  of 6 0 0 m illio n , 500 
m ill io n , 350 m illio n  in  E u ro p e , We b e lie v e  th a t  s iz e  is  of c r u c ia l  
im p o r ta n c e  in  th a t  to  b e n e f i t  f r o m  R e s e a r c h  & D e v e lo p m e n t y o u  
n e e d  to  b e  w e ll e s ta b l is h e d  p a r t i c u la r ly  in  th e  C o m m on  M a r k e t ."  
O v e r s e a s  B u s in e s s
H is to r ic a l ly  th e  co m p an y  h ad  e x p o r te d  fo r  m any  y e a r s  b a c k  to  
th e  d ay s  of the E m p ir e .  T h is  h ad  c o n tin u e d  w ith  tr a d in g  to  the 
C o m m o n w e a lth , I t  w as  n o tic e d  th a t  m any  of the o ld  c o m m o n w e a lth  
m a r k e ts  w e re  be ing  lo s t  due to  ch ange  in  the  c o u n tr ie s  p o lic y .
F o r  e x a m p le  th e  t r e n d  fo r  m a rk e t  to  b e c o m e  m o re  in d u s t r ia l iz e d  
h a d  r e s u l te d  in  th e  c o u n try  c re a t in g  i t s  own in d u s try . In tu rn  
ev en  su p p ly in g  co m p o n en ts  f o r  lo c a l  a s s e m b ly  w as  n o t p o s s ib le  
a s  the  c o u n try  i t s e l f  h ad  to  p ro d u c e  i t s  own c o m p o n e n ts .
T h is  change is  n o t  su p p ly in g  o r  e v e n  p a r t  su p p ly in g  t r a d i t io n a l  
m a r k e ts  had  m e a n t th a t  the  co m p an y  n e e d e d  to  b u ild  up i t s  b u s in e s s
3.
b u s in e s s  in  m o re  in d u s t r ia l iz e d  N a tio n s  su ch  a s  N o r th  A m e r ic a ,  
J a p a n  & E u ro p e .
In 1965 a d e c is io n  w as  ta k e n  th a t r e g a r d l e s s  of w h e th e r  B r i ta in  
jo in e d  th e  C o m m on  M a rk e t  th e  co m p an y  n e e d e d  to  be in  E u ro p e ,
A co m p an y  w as fo rm e d  in  G e rm a n y  in  1965 and  a f u r th e r  one w a s  
fo rm e d  in  F r a n c e  in  1972.
P r e - e n t r y  P o l ic ie s  th a t  h av e  b e en  p la n n e d  o r im p le m e n te d  
A s s ta te d  e a r l i e r  the  co m p an y  b e g a n  w ith  th re e  v e n tu re s  in  th re e  
E E C  c o u n t r ie s .  T h e s e  c o m p r is e d  o f  a  m a n u fa c tu r in g  p la n t, in  
F r a n c e  and  G e rm a n y . In  B e lg iu m  th e y  o p e ra te d  a  s a le s  o rg a n iz a tio n . 
T h e  d e c is io n  to  go in to  th e se  th re e  m a rk e ts  w as b a s e d  o n  the  
r e s e a r c h  f in d in g s  of c o n su lta n ts  u s e d ,w h d " lo o k e d a t  o u r c o m p e t i to r s  
in  e ac h  c o u n try  and  th i s ,  w ith  a  lo t  m o re  in fo rm a tio n  co u ld  b e  
su m m e d  up a s  b e in g  n e e d e d  to  be  in  k ey  c o m p e tit iv e  m a r k e ts  b e c a u s e  
if  w e fa ile d  to  be c o m p e titiv e  in  th e se  m a rk e ts  we w ould  n o t  e x is t  
a n y w h e re ." T he o th e r  m a r k e t  p ro p o s e d  w a s  I ta ly , b u t due to  th e  
s ta te  of th e  I ta lia n  e co n o m y  th e  d e c is io n  to  go in to  th is  m a rk e t  h a s  
b e en  d e f e r r e d .
T a r i f f s .T e c h n ic a l  a n d  o th e r  T r a d e  B a r r i e r s
A) N o n -E u ro p e a n  B a r r i e r s
In B r a z i l  fo r  e x a m p le  th e y  h a d  a n  e m b a rg o  due to  be ing  r e q u i r e d  to 
p u t 100% d e p o s it  dow n on a l l  im p o r t s .  In tu rn  C o m p a ir  c an n o t g e t 
th i s  d e p o s it  b a c k  u n til one y e a r  l a t e r .  N o in t e r e s t  i s  p ayed  to  co v er 
in f la tio n  o r  u se  of c a p i ta l .  T h is  is  th e  type  of e x p o r t  s itu a tio n  we 
c an  do w ith o u t.
E v e n  fo rm in g  c o m p a n ie s  in  th e s e  type  of m a rk e ts  a r e  p r o b la -  
m a tic  in  th a t a h igh  in v e s tm e n t can  only  b e  c o v e re d  if  a v o lu m e  m a rk e t  
e x i s t s , " F o r  e x am p le  to  have  fiv e  c a r  m a n u fa c tu r e r s  in  one c o u n try  
w hen  the c o u n try  can  s u s ta in  on ly  tw o ,"  T a r i f f s  -  in th e
4.
c o m p a n y 's  v iew  - sh o u ld  b e  a p p lie d  m o re  e f fe c t iv e ly  to o v e rc o m e  
th is  type  of p ro b le m  w h ich  in  tu r n  w ou ld  re m o v e  th is  w a s ta g e  
th a t e f fe c ts  the in d u s try .
B) T r a d e  B a r r i e r s  in  th e  E E C
1. T A R IF F S
" T h e  e lim in a tio n  of t a r i f f s  in  the  C om m on  M a rk e t  f r o m  1973 - 1976 
in  the ra n g e  of 12% h a s  h e lp e d  u s  to im p ro v e  o u r m a rk e t  s h a r e .  "
2. T E C H N IC A L
C o m p a ir  c o n s id e r s  th a t  p e rh a p s  m o re  im p o r ta n t  th a n  th e  c u s to m  
d u t ie s ,  i s  th e  te c h n ic a l  t a r i f f  w h ich  o p e r a te s  on d e s ig n  s p e c if ic a t io n .  
T h ey  w o rk  to  the  B r i t i s h  S ta n d a rd  S p e c if ic a t io n , th e  F r e n c h  an d  
G e rm a n  to th e r e  own s p e c i f ic a t io n s .  T h e s e  k ey  m a r k e ts  a r e  ab le  
to  c r e a te  b a r r i e r s  by r a i s in g  the  s p e c if ic a t io n s  above th e  E u ro p e a n  
S ta n d a rd  "w h ich  in  i t s e l f  w as  a  w ay of k e ep in g  c o u n tr ie s  o u t of th e  
C o m m o n  M a rk e t .  "
I t  i s  p o s s ib le  to o v e rc o m e  th e s e  p r o b le m s  fo r  ex am p le  the p a r t s  
w h ich  r e q u i r e  s p e c ia l  s p e c if ic a t io n s  in  G e rm a n y  c an  be p ro d u c e d  
lo c a l ly  an d  c e r t i f ie d  in  th a t  c o u n try . H av ing  a G e rm a n  co m p an y  
o v e rc o m e s  th is  p ro b le m , a lth o u g h  i t  w as  n o t th e  m a in  r e a s o n  why 
th e y  fo rm e d  a G e rm a n  c o m p an y . T h is  w ay  th ey  found th a t  a c e r ta in  
ty p e  of c o m p r e s s o r  co u ld  be  p ro d u c e d  c h e a p e r  in G e rm a n y  and  a 
good m a r k e t  e x is te d .
3. O th e r  B a r r i e r  to E n try
F in d in g  s u ita b le  N e tw o rk  of D i s t r i b u t o r s : -
C o m p a ir  b e l ie v e s  th a t one of the d if f ic u l t ie s  is  to e n s u r e  th a t in  
s e t t in g  u p  a d is t r ib u t io n  n e tw o rk  fo r  p ro d u c ts ,  is  th e  a b il i ty  of the  
d is t r ib u to r  ; in  c o m m e rc ia l  t e r m s ;  to  g row  w ith  the v o lu m e  of 
tu rn o v e r  so a s  to d ev e lo p  fu lly  the  o p p o r tu n i t ie s .  I t can  be th a t  the  
n e tw o rk  can in i t ia l ly  d e a l w ith  th e  r a n g e  b u t is  not p r e p a r e d  o r u n ­
a b le  to  f in a n c e  f u r th e r  e x p a n s io n . F o r  e x a m p le  in  F r a n c e  i t  
w a s  n e c e s s a r y  to o p e ra te  th ro u g h  a  n e tw o rk  of v a r io u s  d i s t r ib u to r s  
e a c h  h av in g  c e r ta in  t e r r i t o r i e s .
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T h is  i s  an  o b s ta c le  to  e n t r y  a s  i t  is  d if f ic u lt  to  find a good 
d i s t r ib u to r ,  an d  ju s t  a s  im p o r ta n t ,  one th a t is a c c e p te d  by lo c a l 
p e o p le .
C o m p a ir  b a c k  up th e ir  d is t r ib u to r s  by  sen d in g  s p e c ia l i s t s  to  
o ffe r  h e lp  w hen th e  d i s t r ib u to r  g e ts  in to  d if f ic u lty  w hich  he h im ­
s e lf  c a n 't  s o lv e .
T h e  e:ffects of the D e v a lu a tio n  of the  £
T h ey  d o n 't  b e lie v e  th a t the tig h te n in g  up  o f the  eco n o m y  d u rin g  the  
p e r io d  th ey  h av e  b e e n  in  th e  E E C  h a s  m ad e  m u ch  d if fe re n c e  to  th e i r  
t r a d e .  " In  f a c t  in  I ta ly  w h e re  the " l i r a "  is  w eak  p e o p le  h av in g  b e en  
in v e s t in g  th e  m on ey  in to  c o m p r e s s o r s  w h ich  w il l  h o ld  th e re  v a lu e  
r a th e r  th a n  l i r a . "
T h e r e f o r e  the  p o in t th a t  b e c a u s e  of the  d e v a lu a tio n  of the  p o u n d  
p ro d u c ts  sh o u ld  b e  m o r e  c o m p e tit iv e  a s  i t  i s  c h e a p e r ,  th is  h as 
n o t h a p p e n e d  b e c a u s e  if  th ey  w e re  n o t se ll in g  in  q u a n tity  in  th e  
f i r s t  in s ta n c e  to  G e rm a n y  s in ce  the  d e v a lu a tio n  th ey  w o u ld  no t be 
s e l l in g  any  m o re . T h is  is  b e c a u s e  of the  d e c r e a s e  in  d e m an d  due to  
the e co n o m ic  s itu a t io n . We quo te  " i t  i s  t r u e  if  th e  eco n o m ic  s i tu a t io n  
of a d e p r e s s e d  eco n o m y  and  in f la t io n  h ad  n o t h a p p e n e d  w e w ould  h a v e  
b e n e f ite d  by  th e  d e v a lu a tio n  o f s t e r l i n g . "
C a p a c ity  in  U se
Tw o y e a r s  ago  th e i r  c a p a c ity  w a s  fu lly  u t i l iz e d ;  to  d a te  th ey  h av e  s p a re  
c a p a c ity . T he  com pany  b e l ie v e s  th is  s p a r e  c a p a c ity  can  be  u t i l iz e d  
w hen the e c o n o m ic  p e r fo rm a n c e  of the E E C  c o u n tr ie s  im p r o v e .  W e 
quote  : " In  f a c t  we h av e  in v e s te d  fo r th e  fu tu re  so  th a t  w hen  the  b o o m  
c o m es  w e  w ill  h av e  in c r e a s e d  c a p a c ity  to  m e e t  i t .  "
T h e  C o m p e titio n  th e  co m p an y  is  fa c in g  fo llo w in g  the  U .K . e n t ry  
in to  th e  C om m on  M a rk e t
(a) In the  E E C  M a rk e t( s )
T h e  co m p an y  w h ile  b e in g  N o . 1 in  th e  E E C  h a s  b e e n  fa c in g .
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c o m p e tit io n  in  th e i r  h o m e m a r k e t  f r o m  th e  A m e r ic a n  s u b s id ia ry  
c o m p a n ie s  in  the  E E C  and  a ls o  f r o m  a S w ed ish  co m p an y  w h ich  h a s  
f a c to r i e s  in  B e lg iu m , F r a n c e  and  I ta ly . T he b u lk  of th e  S w ed ish  
C o m p a n ie s ' e x p o r t  to  th e  U .K . a r e  f r o m  the E E C  f a c t o r i e s .  A n o th e r  
A m e r ic a n  co m p an y  o p e ra tin g  f r o m  I ta ly  an d  the U .K . h a s  c a p tu re d  
a s u b s ta n t ia l  s h a r e  of th e  I ta l ia n  m a r k e t  and is  g iv ing  a c o m p e titiv e  
t im e  a s  th e y  a r e  ab le  to p ro d u c e  c h e a p e r  and  in  la r g e  v o lu m e  th a n  
C o m p A ir .
T h e  A m e r ic a n  com pany  h a s  a l t e r e d  i t s  th in k in g , and  in v e s te d  
in  the  U .K . o v e r  £20 m ill io n  in  five y e a r s ,  in  th e  b e lie f  th a t  a  
m a r k e t  of 2 50 m illio n  p e o p le  o ffe rs  an  e x c e l le n t  c h a lle n g e .
C o m p a ir  b e l ie v e s  th a t  b e fo re  B r i t a in 's  e n try  in to  th e  E E C , the  
A m e r ic a n s  w ould  h av e  n o t in v e s te d  in  a  sec o n d  p la n t.
(b) In  o th e r  M a rk e ts
A s th e  A m e r ic a n s  a r e  in v e s t in g  in  E u r o p e .  C o m p A ir i s  in v e s t in g  
in  South  A m e r ic a ,  A f r ic a  & I r a n .  C o m p A ir s ta t e s  th a t  i t  h a s  to  
in v e s t  in  th o se  m a r k e ts  o th e rw is e  i t  co u ld  n o t r e m a in  in  th e m . " T h is  
i s  b e c a u s e  th e s e  c o u n tr ie s  b e c o m in g  m o r e  n a t io n a l is t ic  i . e .  w an tin g  
to  b u ild  f a c to r ie s  and  c r e a te  jo b s  and  b e c o m e  m o r e  in d u s t r i a l i s e d ."  
C om p A ir  th in k  th a t  th is  p o lic y  i s  w ro n g  in  p a r t i c u la r  fo r  s m a l l  
n a t io n s  of one m illio n  p e o p le  and q u o te d  e x a m p le s  in the  M id d le  
E a s t .  C o m p  A ir  r e c o u n t  th a t  i t  w as  a sk e d  by  one of th e s e  s m a l l  
c o u n tr ie s  to  a d v is e  in  b u ild in g  a p la n t  th e re ,  an d  p o in te d  o u t th a t  in  
an  in te n s iv e  c a p i ta l  in d u s try ,  th a t  c a l l s  fo r  r e g u la r  h e av y  in v e s tm e n t,  
u n le s s  th e  p o te n tia l  v o lu m e  w as  th e re  i t  w as  c h e a p e r  to  buy f r o m  
o u ts id e . T h is  a d v ice  w as  n o t tak en  u p .
R & D an d  th e  com pany
T h e  c o m p an y  s ta te s  it h a s  a s u b s ta n t ia l  in v e s tm e n t  in  R & D . Li fa c t  
th e  co m p an y  o p e r a te s  tw o R  & D u n i ts ,  w h ic h  a r e  u sed  only  fo r  th e  
c o m p a n y . T h e  com p an y  c a r r i e s  out a  h ig h ly  c o m p re h e n s ib le  s y s te m  
of te s t in g  e q u ip m e n t b e fo re  i t  g oes in to  g e n e r a l  u s e .  T h is  e n s u r e s ,  
th a t  in  u s a g e  a m e n d m e n ts  a re  k e p t to a m in im u m .
7.
A s s e s s m e n t  to  the c o m p a n y 's  e x p e c ta tio n  of in c r e a s e d  t r a d e  due 
to  ta r i f f s  e l im in a tio n :
T h e  co m p an y  e s t im a te d  in  the  p r im a r y  su rv e y  th a t  th e y  ex p ec t 
in c r e a s e  in  th e i r  s a le s  v o lu m e  in  the  r a n g e  of 16-20%  due to  the  
t a r i f f s  e l im in a tio n , th e i r  c o m m e n ts  a f te r  tw o y e a r s  of th e  in i t i a l  
s u rv e y  th a t  i t  i s  v e ry  d if f ic u lt  to  d e fin e  b e c a u s e  th ey  have  b e e n  
in c r e a s in g  th e i r  s a le s  e f fo r t s  in to  th e  m a rk e t .  L ik ew ise  th ey  h a v e  
i n c r e a s e d  th e i r  in v e s tm e n t and  th e y  co u ld  n o t say  th a t  i t  i s  a r e s u l t  - 
of the in d iv id u a l e l im in a tio n  of t a r i f f ,  o r i t  i s  a  r e s u l t  of th e i r  
in c r e a s e d  e f fo r ts  and  in v e s tm e n t .
R e g a rd in g  th e  in c r e a s e s  th e y  e x p e r ie n c e d  in  th e i r  s a le s ,  th e ir  
c o m m e n t w as  " i f  you ta k e  the t r a d e  c y c le s  th is  is  m o re  n o tic e a b le , 
th a n  n o tic in g  th e  e f fe c t  of the  e n try  in to  th e  C o m m on  m a r k e t .  B r i ta in  
e n te r e d  the  C om m on M a rk e t  in  1973 w hen  th e r e  w as  a b o o m , w e 
can  n o t a t t r ib u te  th e  in c r e a s e  in  s a le  to  t h e  e n try  b u t  to  the  e f fe c t  of 
the  t r a d e  c y c le ."  In  1973 an d  1974 th e y  cou ld  n o t m e e t  th e  o r d e r s  
and  th e  d e l iv e ry  w e r e  ta k in g  18 m o n th s . A ll th a t  h a p p en e d  w hen  
the  e n tr y  c am e  in to  b e in g , the  c o m p an y  c o u ld  n o t m e e t  the  d em an d .
So any  b e n e f i ts  th ey  could  have  h a d , th ey  lo s t  b e c a u s e  th ey  co u ld  
n o t m e e t  the d e m a n d . T h ey  co u ld  n o t g e t the su p p ly  o f m o to r s ,  th e  
supp ly  of i ro n .  "N ow  w h a t i s  h ap p en in g  is  th a t  th e  t r a d e  c y c le  i s  
in  r e v e r s e  and  e v e ry  body  is  fig h tin g  fo r  w hat b u s in e s s  th e r e  i s .
So a g a in  you c an n o t know  w h a t th e  e f fe c t  o f th e  e lim in a tio n  of t a r i f f s  
w ou ld  b e .  " H o w ev er th e  co m p an y  b e l ie v e s  th a t  e lim in a tio n  of ta r i f f s  
m ad e  i t  e a s i e r  fo r  th e m  to  g e t  in to  the m a rk e t ,  b u t th e y  c a n n o t q u an tify  
i t s  e f fe c t .  T h e y  a r e  c e r t a in  th a t  p e n e tr a t io n  is  b e t t e r ,  th a n  if  th e i r  
p r i c e s  a r e  10% h ig h e r  (the 10% b e in g  the  t a r i f f  th a t  w as  th e n  due on 
th e i r  p ro d u c ts ) .
T h e  a d v a n ta g e s  th e  co m p an y  e x p e r ie n c e  a s  a  r e s u l t  o f  B r i t a i n 's  
e n try  in to  th e  E E C :
T h e  b e n e f its  e x is t s  in  t e r m s  of th e  le g is la t io n , the  E u ro p e a n  th in k in g  
th ey  a d a p t and  the  e n c o u ra g e m e n t th e y  r e c e iv e .  A lth o u g h  
th e  co m p an y  th in k s  w o rld  w id e ; th e y  th in k  s p e c if ic a l ly
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E u r o p e a n f 'th a t  is  b e c a u s e  E u ro p e  is  th e  m o s t  s o p h is t ic a te d  
m a rk e t  and  the E u ro p e a n  s ta n d a rd s  a r e  h ig h e r  th an  the  A m e r ic a n  
s ta n d a r d s ," I n  th e i r  type  of e q u ip m e n t th e  le g is la t io n  and  the 
s o c ia l  p r e s s u r e s  w hich  is  on th e m  to  p ro d u c e  a  c o m p r e s s o r  w ith  
low  n o is e ,  i s  e m m e n se  and  th ey  a r e  h a v in g  to  c o m p e te  w ith  th a t 
by  d e s ig n in g  th e  top  s p e c if ic a t io n s  to  m e e t  th e  r e q u i r e m e n t  in  
G e rm a n y  o r a n y w h ere  in  E u ro p e  o r th e  w o r ld .
E x p e c ta t io n  of the c o m p e titio n  in  th e  U .K . m a rk e t
In 1974 the com pany  s ta te d  th a t the  t r e n d  w ill  b e  in  fa v o u r  o f the
c o m p e t i to r s  due to  the  B r i t i s h  e n try  in to  the c o m m u n ity .
A n d  th is  w ould  be  c o m b a te d  by: -
c u ttin g  p r i c e s ;  im p ro v in g  th e i r  p ro d u c ts ;  im p ro v in g  p ro d u c tio n  
m e th o d s .
In 1976 the  com pany  s ta te d  th a t  r e g a r d l e s s  of th e  co m m o n  m a r k e t  
an y  re p u ta b le  co m p an y  had  to  u n d e r ta k e  th e s e  s te p s  so  a s  n o t to 
be  s t a t i c . T he  co m p an y  s ta te d  th a t  a s  fa r  a s  the  C o m m o n  
M a rk e t  w as  c o n c e rn e d  the m a in  f a c to r  w as  c o m p e titio n  had b e co m e  
h a r d e r ,  r e s u l t in g  in  the  co m p an y  h av in g  to  k eep  a h e a d  o f i t s  
c o m p e t i to r s  by c o n s ta n tly  r e - c h e c k in g  the  s i tu a t io n  u s in g  the 
f a c to r s  p re v io u s ly  s ta te d .
O th e r m e a s u r e s  ta k e n  b y  the  com pany  in  fac in g  up to  the  E n t ry  
C o m p a ir  h a s  a G e rm a n  com p an y  w ith  th r e e  m a n u fa c tu r in g  p la n ts .  
T h e se  p la n ts  and  p ro d u c ts  w e re  m a rk e te d  u n d e r  T ra d e  N a m e s .
T h is  h a s  b e e n  ch an g ed  to c r e a te  a c o r p o r a te  id e n tity  by no t on ly  
ch an g in g  fo r e x am p le  th e  G e rm a n  co m p an y  s ' n a m e  b u t a ls o  lin k in g  
in  to th e  g ro u p  the c o m p a ir  n a m e  on B ra n d  N a m e s  u s e d  th ro u g h o u t 
E u ro p e . T h is  g iv e s  a m uch  s t r o n g e r ,  u n ified  a p p ro a c h  r a th e r  th an  
a s  p re v io u s ly  b e e n  f r a g  m a t ic .
C o m m o n  M a rk e t  O p e ra tio n
C u r r e n t ly  the  co m p an y  o p e ra te s  v ia  th e  s m a l l  c o m p a n ie s  in  F r a n c e  
and  G e rm a n y  w h ich  in  tu rn  o p e ra te  s a le s  fo rc e  b u t d o es  n o t h a v e  a
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d is t r ib u t io n  n e tw o rk .
C o m p a ir  h av e  s e n t o v e r  th e i r  top U .K . m a rk e tin g  p eo p le  to a d v ise  
on in c r e a s in g  s a le s  and  d is t r ib u t io n  by  s e tt in g  up  a p ro p e r  n e tw o rk  
of d i s t r ib u to r s .
T h is  i s  b e in g  c o n c e n tra te d  upon the m a in  m a rk e ts  of G e rm a n y  an d  
I ta ly ,  C u r r e n t ly  th e  com p an y  is  in v e s t in g  in  p u rc h a s in g  a n o th e r  
F r e n c h  co m p an y  and  e x te n d in g  th e  p r e m is e s  of the G e rm a n  
c o m p a n y . L ik e w ise  in v e s t in g  in  e x e c u tiv e s  a b le  to  d ev e lo p  the 
M a rk e tin g  F u n c tio n .
T h e  co m p an y  a s  s ta te d  e a r l i e r  h av e  h a d  to  c a r r y  ou t m a jo r  a n d  so m e  
m in o r  a l te r a t io n s  to  th e i r  p ro d u c ts  by  p ro d u c in g  m a c h in e ry  th a t  
m e e ts  th e  te c h n ic a l  s p e c if ic a t io n s  r e la t in g  to  n o is e  le v e l s .
T h e  r e s t r u c t u r e  of th e  co m p an y  o rg a n is a t io n  to  m e e t th e  new  e r a  
o f the E . E . C.
P r i o r  to  B r i ta in s  e n try  to  the E . E . C . ,  th e  co m p an y  r e o r g a n is e d  
i t s  f a c to ry  o p e ra t io n s  b o th  in  the  U .K . an d  E u r o p e .  In  th e  c a s e  
of U .K . the tw o m a n u fa c tu r e r s  o p e r a te  th e i r  own U .K . S a le s  
fo r c e  and  h ave  A re a  M a n a g e rs  c o v e r in g  E u r o p e .  T he com pany  
p o lic y  to w a rd s  i ts  s i s t e r  c o m p a n ie s  in  F r a n c e ,  G e rm a n y  and  
B e lg iu m  is  to t r e a t  th e m  a s  if  th ey  w e re  d i s t r ib u to r s .  P r i o r  to  
th is  change  the c o m p a n ie s  w e re  t r e a te d  a s  s u b s id ia r i e s .  Now i t  i s  
th a t  e a c h  M anag ing  D ir e c to r  r u n s  h is  own com pany  c o n c e n tra t in g  
on s e l l in g  and  m a rk e tin g  le a v in g  the  U .K . m a n a g e m e n t to  c o n ­
c e n t r a te  on the m a n u fa c tu r in g . T h is  w as  the f i r s t  m a jo r  ch an g e  
an d  w a s  b a se d  on the  n e e d  to  me e t  the c h a lle n g e  o f B r i ta in s  
e n t ry  in to  the  C om m on  M a rk e t. The se c o n d  w as to  b a c k  up e a c h  
M an ag in g  D i r e c to r  b y  h av in g  e x p e r ts  b o th  in  the  te c h n ic a l  an d  
m a n a g e m e n t f ie ld s  r e g u la r ly  t r a v e l l in g  to  c h ec k  th a t  e a c h  c o m ­
p an y  w as  o p e ra tin g  to  p la n .
E c o n o m ie s  of s c a l e :
T h e  co m p an y  a c h ie v e d  the  e c o n o m ie s  of s c a le  m e n tio n e d  in  the 
e le m e n ta ry  q u e s t io n n a ir e .  T hey  m e n tio n e d  th a t to  ra n k  i t  in
1 0 .
o r d e r  of im p o r ta n c e  w a s  d if f ic u l t  b e c a u s e  i t  is  o v e rla p p in g . T hey  
s ta te d  th a t  the  r e o r g a n is a t io n  th e y  h a v e  u n d e r ta k e n  w as  a im in g  
to  a c h ie v e  e c o n o m ie s  of s c a le .  T h e y  h a d  f a c to r ie s  in  E u ro p e  w ho 
m ak e  c o m p r e s s o r s  s im i la r  to  th e  ty p e s  th ey  a r e  p ro d u c in g  in  the 
U .K . ,  to  a c h ie v e  the  e c o n o m ie s  o f m a s s  p ro d u c tio n  and  
g r e a t e r  s p e c ia l is a t io n  of la b o u r ,  i t  w a s  n e c e s s a r y  to  s to p  
d u p lic a tio n  of p ro d u c tio n  in  the  U .K . an d  E u ro p e . T h e se  ch an g es  
gave th e m  a b e t t e r  r a n g e  of e q u ip m e n t w ith o u t u s in g  an y  e x tr a  
m a c h in e s  o r f a c to r i e s .  T h e  F r e n c h  co m p an y  and  th e  G e rm a n  
co m p an y  e a c h  now h av e  w h a t th ey  s p e c ia l is e  in , w h ile  th e  B e lg iu m  
co m p an y  is  b a s ic a l ly  a  s e ll in g  c o m p an y  w ith  a  s m a l l  am o u n t o f 
lo c a l  a s s e m b ly .
E f f ic ie n c y
R a is in g  the  o u tp u t p e r  m an  is  a lw a y s  a  t a r g e t  th e  co m p an y  h as  
t r i e d  to  a c h ie v e . The r a t i o  of s a le s  to  to ta l  m an p o w er is  
s a t i s f a c to r y .
R e g a rd in g  the  m a n a g e r ia l  s k ill , the  co m p an y  b e l ie v e s  i t  h a s  a 
s a t i s f a c to r y  r e c o r d .  T h e  m a n ag in g  d i r e c to r  of C o m p a ir(M r. P e t e r  
B o n n e r , the m an  w hom  I in te rv ie w e d )  r e c a l le d  th a t  h e  jo in e d  
C o m p a ir  n o t  b e c a u s e  i t  o f fe re d  th e  m o s t  m o n e y , b u t b e c a u s e  
the  co m p an y  h a s  go t a  v e ry  good r e p u ta t io n  in  i t s  a t t i tu d e  and  
p la n s  to w a rd s  the m a rk e t  'u s e r '  w a s  th e  b e s t  he h a s  h e a r d  am ong 
a la r g e  n u m b e r  of c o m p a n ie s . T h e  co m p an y  is  th in k in g  m o re  
c o n s tru c t iv e ly  and  lo n g e r  a h ea d  and  ta k in g  p o s it iv e  a c tio n  th a n  
c o m p e t i to r s .  He found  a job  s a t i s f a c t io n  and  m ak in g  p r o g r e s s  
re w a rd in g . T h e  co m p an y  i s  n o t ju s t  s a t i s f i e d  in  m ak in g  a  good 
p r o f i t ,  i t  is  to  h av e  a s h a r e  in  th e  w o r ld  m a r k e t  p la c e  an d  i t  h a s  
to have  the  r ig h t  p ro d u c ts  to a c h ie v e  th is ,  i t  is  p lan n in g  ten  y e a r s  
a h e a d . T h e s e  m o tiv e s  and  o b je c t iv e s  a t t r a c t  good e m p lo y e e s .
T h e  co m p an y  r e c r u i t e d  so m e  n ew d i r e c to r s  an d  m a n a g e rs  (so m e  
of th e m  h a v e  got in d e p en d e n t m e an s  an d  th ey  h av e  no t g o t to  w o rk ) 
b u t th ey  jo in ed  the co m p an y  b e c a u s e  th e y  lik e  to  be in v o lv ed  in  th e  
c o m p a n y . T hey  f e e l  the c o n tr ib u tio n s  th ey  m ake  in  th e  co m p an y
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h a s  e n a b le d  the c o m p an y  to  b e c o m e  a m a jo r  p r e s e n c e  in  the w o r ld .
How th e  com pany  su m s  up th e i r  p e r fo rm a n c e  in  r e la t io n  to  
B r i t a in 's  e n try  in to  th e  E E C
T hey  see  th a t  a f te r  B r i t a in 's  e n try  in to  the  C o m m o n  M a rk e t ,  th ey  
m ake th e i r  p ro f i ts  e a s i e r  th a n  b e fo re  th e  e n try  w hen  they  w e re  
d e a lin g  w ith  th e  o ld  C o m m o n  W ea lth , the A f r ic a n  c o u n tr ie s  an d  
th e  M idd le  E a s t .  W ith th e  p o li t ic a l  ch an g es  th a t  h av e  ta k e n , 
p la c e  in  the w o r ld , th ey  lo s t  th e  p r e f e r e n c e s  in  th o se  a r e a s  w h ich  
p re v io u s ly  h a d  h e lp e d  to  k eep  o u t th e  c o m p e t i to r s .  So th e  E E C  
a s  the good and the  n a tu r a l  a l t e r n a t iv e ,  h a s  in c re a s e d  th e i r  
e f f ic ie n c y  and  im p ro v e d  th e i r  m e th o d s  of p ro d u c tio n .
C ASE STU D Y  N o. 10
Company; R anco C o n tro ls
Location: P lym outh, Devon,
C ontacts: W, A . Chapman 
A. G . P ow ell 
S tu a r t  A llen
F , W. L a u d e r
M anaging D ire c to r
G en era l S a le s  M anager
E u ro -M ark e t M anager 
H eating
E u ro -M ark e t M anager 
Automotive
Background
R anco , an  A m erican  owned company s itu a ted  in  Plym outh, a r e  
m an u fac tu re rs  of e le c tro n ic  and  th e rm o sta t c o n tro ls  u sed  in  the 
re f r ig e ra t io n  equipm ent and a ll ie d  in d u s tr ie s .  C u rre n tly  th e ir  
E u ropean  o rg a n isa tio n  is  undergo ing  a  m ajor r e -o rg a n is a t io n  due p a rtly  
a s  a  r e s u l t  of the find ings of a  M cK insey r e p o r t .
O rg an isa tio n  S tru c tu re
In f r a - s t r u c tu r e s
(a ) The W orld.
Ranco o p e ra te s  on the  b a s is  of p ro f it c e n tre s  w ith  c le a r ly  defined  
m arketing  re s p o n s ib i l i t ie s .  T h e se  a r e
(1 ) N orth  A m erica
(2) E urope
(3) T h ird  W orld c o u n tr ie s .
In the case  of the  th ird  w orld  c o u n tr ie s , the m arke ting  function i s  
c a r r ie d  out from  the U SA . The m anufacturing  function is  not 
governed  by such  r e s t r a in t s .  F o r  exam ple, p ro d u c ts  m anufactu red  in 
the UK company a re  being m ark e ted  by Ranco USA fo r  th e  USA 
re f r ig e ra t io n  m ark e t,
(B) E u ro p ean  s tru c tu re
Ranco UK is  the  second la r g e s t  a f te r  the U SA . It is  in fac t the la rg e s t  
in  E u ro p e . The UK is  in fac t th e  h e a d q u a r te rs  fo r  th e  E u ro p ean  
P ro f it  C e n tre . M anufacturing in  E u rope  is  c a r r ie d  out in  UK, G erm any
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and I ta ly , C onfidentia lly  R anco s ta te d  the  I ta lia n  company is  being 
c lo sed  down due to  lack  of p ro f ita b ility .
It should  be noted th a t a  s a le s  b ran ch  is  o p e ra ted  in  F ra n c e ,  R anco 
be lieve  th a t w ith the  c lo su re  of the  Ita lian  o p e ra tio n , i ts  UK fa c to ry  
w ill in c re a s e  i ts  ex p o rts  due to  having  a  la r g e r  ra n g e  of p ro d u c ts  
av a ilab le  •
M arket S tru c tu re
R anco th ink  in  te rm s  of m arke t segm ents r a th e r  than  p ro d u c t s p l i t s , 
and  they  d iv ide th e ir  fo u r m arket segm ents a s  fo llow s:
1 • Automotive
2 , D om estic heating
3, H ousehold re f r ig e ra t io n
4 , C om m ercial r e f r ig e ra t io n  and  a ir-c o n d itio n in g .
M arket S tru c tu re  (P ro d u c t R anges)
S a le s  and M arketing O rg an isa tio n :
Ranco UK ex p o rts  to 72 c o u n tr ie s . T h ese  a r e  made up of
(a) Own com panies (with m arke ting  ro le ) ;
(b) A sso c ia te  com panies;
(c) a g e n ts ,
(d) C o u n tries  which R anco UK a r e  re sp o n s ib le  fo r  the s a le s  and 
m arketing  fu n c tio n s .
In the c ase  of (a ), R anco th rough  i ts  o th e r com panies such a s  F r a n c e ,
2 .
G erm any, USA and C anada c a r ry  out the  m arke ting  func tion .
In the c a se  of (b), a s s o c ia te  com pan ies , th e se  a r e  S pain  and  A u s tra l ia ,
In the  c a se  of (c) th e se  a r e  v a r io u s  in  which R anco ap p o in ts  a g e n ts .
In the  c a se  of (d) R anco UK c a r r i e s  out the  m a rk e tin g /s a le s  function  
from  Plym outh fo r  the S can d in av ian , Middle E a s t ,  and s e v e ra l  A frican  
m a rk e ts ,
The s tru c tu re  to  c a r r y  out the above is  c u rre n tly  being  draw n up and  w ill 
be o p e ra ted  by a  M arketing D ire c to r  w ith fo u r M arket M anagers co v erin g  
the fo u r s e c to r s .  The s a le s  s ide  w ill c o n s is t of one E x p o rt M anager, 
two S a le s  E n g in e e rs , one S a le s  C o rre sp o n d en t, a  S a le s  C le rk , p lus the  
Shipping  and  D espatch  D epartm en t,
The M arket M anager is  re sp o n s ib le  fo r  th e  p ro f ita b ility  of h is  segm ent, 
and h is  job  d e sc rip tio n  is  a  fa ir ly  te x t book m arketing  job  d e sc r ip tio n .
O v e rse a s  C om petito rs
Ranco e x p o rts  n e a r ly  50^ of i t s  to ta l p roduction  of w hich a  su b s ta n tia l 
amount is  fo r  the household  r e f r ig e ra t io n  m a rk e t. In th e  re f r ig e ra t io n  
s e c to r  the  main com petito rs  a r e  D anish  and F re n c h , O th er com p etito rs  
in  th is  s e c to r  a r e  G erm an, E a s t  B loc (o r Comicon c o u n trie s )  and Jap a n , 
I ts  main co m p etito rs  on heatin g  c o n tro ls  a r e  E a s t  and W est G erm any,
P hilosophy  on P ro fita b ility
At th e  moment Ranco find th e ir  ex p o rt b u s in e ss  m ore p ro fitab le  than  th e ir  
UK b u s in e s s . They a r e  s t r ic t ly  in te re s te d  in  p ro fit r a th e r  than  m ere 
volum e, and see  th is  a s  a  way of p ro tec tin g  the v iab ility  of th e ir  company 
and build ing fo r  the fu tu re . T hus in  some m ark e ts  w here  they  have been 
su b jec ted  to E as te r^b lo c  c o u n tr ie s ' com petition a t  ' dumping p r i c e s ' they
have been  p re p a re d  to  m ain tain  th e ir  p r ic e s  even a t the  expense  of lo s in g  
some of th e i r  volum e. In some c a s e s ,  w here  Ranco had a  high p ro d uction  
c o s t ,  they  p re fe r r e d  to  rem ain  a s  the second  sm all su p p lie r  a s  a  way of 
"keeping  th e ir  foot in  the d o o r" , r a th e r  than going out to be the m ain 
s u p p lie r . A gain , w ith p ro f ita b ility  in  m ind, they  u su ally  p r e f e r r e d  to  be 
one of two su p p lie rs  r a th e r  th an  a  s ing le  s u p p lie r . Being a  s in g le  su p p lie r  
le d  to  re s p o n s ib il i t ie s  and commitments w hich w e re  not a lw ays p ro f i ta b le . 
By being  ju s t  one of two su p p lie rs  R anco could  be much m ore f lex ib le  in  
g e n e ra l , and in  p a r t ic u la r  have g r e a te r  p r ic e  f le x ib ility . G en e ra lly  th e ir  
p ric in g  policy  w as b ased  on w hat th e  m arket would b e a r . They a r e  tigh t 
on c re d it  c o n tro l, u se  E ,C ,D ,G ,  and they  tu rn  th e i r  c ap ita l o v e r  q u ick ly .
T ech n ica l S ta n d a rd s
R anco feel c e r ta in  th a t th e ir  o rg a n isa tio n  a s  p a r t  of E u ro p e  would le ad  
to  an  im provem ent in  s ta n d a rd s  g e n e ra lly . By having to th ink  in  E u ro p ean  
te rm s , R anco have sh arp en ed  th em selv es  up c o n s id e ra b ly , and  have had 
to  p roduce  p ro d u c ts  up to the  s ta n d a rd s  of th e  m arke t dem anding the  
h ig h est te ch n ica l s ta n d a rd  of p ro d u c t. H aving developed  a  b e t te r  p ro d u c t 
(w h ich  i s  not n e c e s s a r i ly  m ore ex p en siv e  to p roduce) they  th e#  have a 
com petitive advan tage  in  th e  UK m arke t a s  w e ll.
P e rso n n e l
R anco find  it d ifficu lt to get the  r ig h t c a lib re  of ex p o rt people and in  
p a r t ic u la r  to get people who th ink  in  a  fu lly  E u ro p ean  s e n s e ,
C u sto m ers/M ark e t O p p o rtun ities
They se ll mainly to  o rig in a l equipm ent m an u fac tu re rs  (and thus th e i r  end
cu sto m er depends on w here  th e  D .E .M , s e l l s ) .  They a lso  s e ll  to 
w h o le sa le rs  and d is t r ib u to r s ,  w hich is  a  v e ry  fragm en ted  m ark e t, but 
w hich h as  a  h ig h e r p ro fit p e rc e n ta g e . The w h o le sa le rs  s e ll  to sm all 
m a n u fa c tu re rs , b u ild e rs  m e rc h an ts , e tc ,  (Ranco have e s ta b lish e d  a 
s e p a ra te  company to  s e ll  rep lacem en t equipm ent to th e  e le c tr ic ity  
b o a rd s , e tc , )
At the moment th e i r  main cu sto m ers  a r e  in  the  S cand inav ian  c o u n tr ie s , 
a lthough R anco see  the  Middle E a s t developing  q u ick ly , p a r tic u la r ly  
T u rk ey , I r a n , S y r ia  and I r a q .
T a ilo r in g  of P ro d u c ts  fo r  E x p o rt
N early  a ll  th e ir  equipm ent i s  p roduced  to a  sp ec ifica tio n  and is  n e a r ly  
a lw ays d iffe ren t fo r  d iffe ren t cu s to m ers . In th is  sen se  th e re  a r e  no 
to ta lly  s e p a ra te  p ro d u c ts  fo r  ex p o rt but th e re  a r e  c e r ta in ly  d iffe ren t 
v a r ia n ts .  T h e re  is  re la tiv e ly  l i t t le  scope fo r  to ta lly  s e p a ra te  p ro d u c ts , 
s in ce  r e f r ig e ra t io n  technology is  fa ir ly  in te rn a tio n a l.
F o re c a s tin g
A ttem pting to f o r e c a s t  is  d ifficu lt b ecau se  th e se  a r e  b ased  on the 
p u rc h a s e rs  ' re q u ire m e n ts  w hich a r e  handed onto the company by the 
sa le sm an . E x p e rien ce  show s th a t th e se  a r e  op tim istic  a s  a r e  often 
b a sed  on the fu tu re  g e n e ra l econom ic s itu a tio n  of the  coun try  a s  a  w hole,
A new system  h as  been  brought in to  o p e ra tio n  by th e  m arketing  ex ecu tiv es  
who have dev ised  a system  to co lle c t the inform ation  from  th e  S a le s  
M anagers, T h is  system  is  b ased  on (1) C u sto m ers , (2) A re a  (country) 
and (3) the P ro d u c t/M a rk e t segm ent.
A s the  M arketing D epartm ent is  re sp o n s ib le  fo r  p roducing  f o r e c a s ts ,  i t  
i s  w ith  th e  o th e r  q u estio n s  w hich the S a le s  M anagement have to ob tain  
to  o p e ra te  a  m ore a c c u ra te  system  than  p re v io u s ly . The o th e r q u estio n s  
being; p o ten tia l s a le s  ag a in s t perfo rm an ce  on a month by month 
com parison  a g a in s t la s t  y e a r  and  the p rev io u s  y e a r s  s a le s .
Demand
T he company is  fac ing  a ra p id  in c re a s e  in  demand th re e  m onths ah ead  of 
p roduction  (D ecem ber o rd e r s  fo r  M arch an d  so  on).
T he re a so n  fo r the u p su rg e  in  dem and (which i s  c o n tra ry  to  the  econom ic 
s itu a tio n ) is  due to  the red u c tio n  in  the s iz e  of in v en to ry  w hich the 
c u sto m ers  now hold  due to the im pact of in fla tio n .
A nother re a s o n  is  th a t cu s to m ers  have r e s t r i c t e d  c re d it  and in  tu rn  
have a  high c a sh  flow . In tu rn  th is  h a s  been  in v e s ted  in  new stock  
(demand) on the  company a s  a  b a s is  of com bating the  e ffe c ts  of S te r l in g ,  
In tu rn  R anco hopes th e  demand i s  not e x c e ss iv e  and in  p a r t ic u la r  can  
be a b so rb ed  in  the  m ark e t.
The E u ro p ean  E x p erien ce
T he m arket fo r  E urope  h a s  been  a ffec ted  so much by the  value of th e  £ , 
The company e x p e rien c e d  a "buying money m arke t"  r a th e r  th an  a  "R anco 
P ro d u c t M ark e t" , i , e ,  th e  value of the  £ and the  ex p ec ta tion  of th e i r  
cu sto m ers  of the fu tu re  value of the  £ does a ffec t the s ize  of the  o rd e r s  
they  r e c e iv e . T h ese  tra n s a c tio n s  determ ine  the volum e of the s a le s .
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The company is  looking fo r  su b s ta n tia l o p p o rtu n ity s  in  E u ro p e  
b a sed  on the  r e s u l t s  of i t s  e x p e rien ce  in  U .K . (15 y e a r s )  and  
the  U .S .A .  (50 y e a r s ) .
The re f r ig e ra t io n  m arke t i s  R ancos main m ark e t a lthough i ts  
try in g  to  d iv e rs ify  in to  the  hea tin g  m a rk e t. T h is  h a s  a lre a d y  
p roved  to  be su ccesfu l in  the  U .K . but in  the  r e s t  of E u ro p e  
the  G erm ans a r e  m arke t le a d e r s .
A dvantages and D isad v an tag es  th e  company p o s s e s s e s  in  re la tio n  
to  th e i r  o p e ra tio n s  in  E u ro p e
B eing a  U .K . b a se  m a n u fa c tu re r , they  desig n  th e  p ro d u c ts  a cco rd in g  
to  the  re q u ire m e n ts  of the U .K . m arket w hich i s  d iffe ren t from  the  
E u ro p ean  M arket, i s  one of the  d isad v an tag es  th e  company fa c e s .  
A nother d isad v an tag e  they  face  is  th a t the  U .K . m ark e t is  in te re s te d  
in  the  low  co st r a th e r  than  th e  so p h is tic a te d  q u a lity . They r e c a l l  
an  exam ple of a  B r it is h  firm  w hich re fu se d  to  a cc e p t a new c o n tro l 
system  w hich w orks b e t te r  th an  the  old  one b e ca u se  the  fo rm e r i s  
slig h tly  m ore expensive  than  th e  l a t t e r .  T h is  a f fe c ts  th e  R , & D, 
p rogram m es and le a v e s  them  behind  th e i r  E u ro p ean  C o m p etito rs  
who a lw ays m arket to  a  m ore advanced  sp e c if ic a tio n , and hence  it  
a ffe c ts  the  fin a l p ro d u c ts  w hich a r e  not the  high qu a lity  in  re la t io n  
w ith th e  E u ro p ean  c o m p e tito rs ’ p ro d u c ts .
The advan tage  Ranco claim s is  th a t the  high s ta n d a rd  of en g in ee rin g  
p ro d u ces  an  ex ce llan t s ta n d a rd  of p ro d u c t. But a s  s ta te d  above 
th is  i s  lo s t by not p roducing  a p roduct to a  m ore advanced  
sp ec ific a tio n  fo r  the E u ro p ean  M arket,
In A n sw erin g  the elem entary  q u estion n a ire  the R anco stated
-  the  company em ployes o v e r 2 ,0 0 0  em ployees
-  they  tra d e d  b e fo re  1 s t  J a n u a ry , 1973 in  the E E C  m arke t 
(the o rig in a l 6 E E C  c o u n tr ie s )
-  They expect the  a ffec t on th e i r  tra d e  would be fav o u rab le  
a f te r  the  U .K . had jo in ed  th e  community
-  th e i r  p ro d u c ts  did c a r r y  fu lly  im port duty in  the  o r ig in a l 
EE C  co u n trie s  p r io r  to  the U .K . en try
-  they  expec t th a t the e ffec t of ta r i f f  red u c tio n  on the  s a le s  
volume would be an  in c re a s e  of 12%.
-  T he devalua tion  of the £ helped  the tra d e  s ig n ifican tly
-  They expec t in c re a s e d  com petition  in  the  U .K . from  firm s
in  the  E E C  c o u n tr ie s  who would expand th e ir  t r a d e  to  th e  U .K
-  They in tend  to  m eet th e  com petion in  the  U .K . from  E E C  
firm s by
a) im proving th e i r  p ro d u c ts
b) im proving th e i r  s e rv ic e  a f te r  s a le s
c) cu tting  p r ic e s
d) speed ing  the  d e liv e ry  tim e
-  When they  have been  a sk ed  if they  a r e  ab le  to  s e ll  th e  sam e 
k ind  of p ro d u c ts  in  the  ex tended  m ark e ts  they s ta te d  th a t they
have to  modify i t  to m eet the  m arke t req u ire m e n ts  but the
changes would be m inor
-  If the  s itu a tio n  dem anded, they  in tend  to  in v e s t d ire c tly  in  
any of the  EE C  c o u n tr ie s .
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-  S ta r t in g  D ates in  E u ro p e  
In ad d itio n  to  the new UK p lan t in  S co tland  (1951), th e  EE C  p la n ts  
s ta r te d  a s  fo llow s
Ita ly  1956
G erm any 1957 
T hey a lso  bu ilt a  p lan t in  S p a in  in  1963.
The re -o rg a n is a t io n a l  s t ru c tu re  w hich took p lace  b ecau se  of the  
E E C  M arket
They co n su lted  a  co n su ltan t (M cKenzie) fo r  r e -o rg a n is in g  the  
E u ro p ean  o p e ra tio n  and b e fo re  he subm itted  h is  recom m endations the 
o rg a n isa tio n  fo r  th e i r  E u ro p ean  o p e ra tio n  w as a s  fo llo w s: -
a) U .K . o rg a n isa tio n  and the s i s t e r  com panies in  F ra n c e , 
G erm any and Ita ly  w e re  w ork ing  a s  s e p a ra te  id e n ti t ie s .
b) E ach  o rg a n isa tio n  in  E u ro p e  w ere  judged  on th e ir
own p e rfo rm an ce , (they u sed  to  c a ll  i t  th e  l i t t le  k in g d o m s.)
c) E v e ry  E u ro p ean  o rg a n isa tio n  w as a  p ro f it c e n tre  on i t s  
own m e r its .
d) What a r i s e s  from  th is  s itu a tio n  a r e  th e  fo llow ing ;-
-  dup lica tio n s  in  the  r e s e a r c h  c e n tr e s
-  the  a fflia ted  com panies w e re  com peting w ith  each  o th e r
-  th e re  w e re  no u n ifica tio n s  in  th e  p lann ing  and th e  
p o lic ie s  re g a rd in g  s a le s ,  p r ic e s  and  p u rc h a s in g .
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The outcome of the  recom m endations of the M cKenzie r e p o r t  can  be 
sum m arised  in  the  fo llow ing :-
F ir s t ly  c e n tra l is a t io n . The E u ro p ean  o p e ra tio n s  becam e one id en tity  
and i t  h a s  been  t r e a te d  a s  a  p ro f it c e n tre  u n d e r the name "R anco 
C o n tro ls  E u ro p e " ,
S econdly  R e -o rg a n is a tio n , of the  r e s p o n s ib il i t ie s  and the s t ru c tu re  
of the new E u ro p ean  unit w hich s e rv e s  E u ro p e  a s  a  w ho le . The 
c h a r t in  the  follow ing page in d ic a te s  the  re -o rg a n is a t io n a l  s t r u c tu r e .
As th e  c h a r t in d ic a te s : -
-  The M anaging D ire c to r  i s  re sp o n s ib le  fo r  the  to ta l 
E u ro p ean  o p e ra tio n s  and  i t s  p e rfo rm an ce
-  T h e re  a r e  th re e  main fu n c tions D ire c to rs  re sp o n s ib le  to the  
M anaging D ire c to r :-
a) M arketing D ire c to r  who is  re sp o n s ib le  fo r
-  4 G en era l S a le s  M an ag ers , UK, F r a n c e ,  I ta ly , and 
G erm any. (A rea  re sp o n s ib il ity )
-  3 M arketing M anagers fo r  the  3 main p roduction  
segm ents (H eating , R e fr ig e ra tio n  and A utom otives) 
(commodity re sp o n s ib il ity )
b) O p era tio n s  D ire c to r  re sp o n s ib le  fo r  3 G en era l 


















c) F in a n c e  D ire c to r  re sp o n s ib le  to  him a  C hief A ccountant 
fo r  E u ro p e .
-  R eg  a rd in g  th e  m arketing  and  s a le s  re s p o n s ib il i t ie s  it 
h a s  been  d iv ided  by a r e a s  in  re la t io n  to  s a le s  and by 
com m odities in  re la tio n  to  m ark e tin g .
The two func tions w e re  g rouped  u n d e r one d ire c to rs h ip  
b e ca u se  of th e  in te r - r e la t io n  betw een  e ac h .
T h ird ly  P r ic in g  P o licy
a) P r i o r  to  th e  re -o rg a n is a t io n  B efo re  the re -o rg a n is a t io n  
of th e  E u ro p ean  m arket p r ic in g  policy  w as d ecided  and 
ex ecu ted  in  the  firm  lev e l in  each  unit in  the  U ,K , , F r a n c e ,  
G erm any and  I ta ly ,
The p r ic e s  a f te r  the p ro fit m arg in  w e re  decided  by the U nit 
E x ecu tiv e  an d  w e re  su b jec t to  ad justm en t a cc o rd in g  to  the  r a te s  of 
ex ch an g e .
The Independent U nits in  the  EEC  c o u n tr ie s  re a c h e d  a  s tag e  in  the 
p r ic in g  po licy  w h ere  they  w e re  cu tting  p r ic e s  ag a in s t each  o th e r , 
the  only c o n s id e ra tio n s  they  had then  w e re : -
-  How much th e  m arket could  b e a r
-  The judgem ent of the p a ren t company in  A m erica  of th e i r  
p e rfo rm an c e .
1 1 .
(b) A fte r the  re -o rg a n is a t io n
A fte r the  re -o rg a n is a t io n  of the E u ro p ean  o p e ra tio n s . The
s tru c tu re  of the  p ric in g  po licy  w ere  a s  fo llo w s:-
-  C e n tra lisa tio n  of the  p ric in g  policy  fo r  the w hole E u ro p ean  
M arket.
-  P r ic e s  a r e  bu ilt in  the  fo rm ula  (cost + the m arg in  the  
m arket can  b e a r)
-  F o r  the  c o n tra c te d  s a le s  of o rd e r  w ith  c e r ta in  sp e c if ic a tio n s  
the form ula is  w ork ing  the  o th e r  way a ro u n d  a cc o rd in g  to  
the  p r ic e  a g re e d  in  the  c o n tra c t ,
-  T h e ir  p ric in g  policy  a r e  aim ed m ainly to  the  m a n u fa c tu re rs  
who u se  th e ir  c o n tro ls  com ponents so they  have p rin ted  
p r ic e  l i s t s  w ith  the  d isco u n t allow ed
-  R e ta ile rs  a r e  not a  ta r g e t ,  so they  have not a p r ic e  policy  
fo r  them . In th e ir  c a s e ,  the  r e t a i l e r s  a r e  the w h o le sa le rs  
fo r  whom they  p re p a re  a  p r ic e  l i s t ,  tak in g  in to  c o n sid e ra tio n s :
a) The Econom ic condition
b) The s ta te  of com petition
-  T hey do have about (4 0 ^  m argin  + 8 -1 0 ^  p e r  cen t on th e  • 
tu rn o v e r) , but th is  m argin  d if fe rs  a cc o rd in g  to the  a r e a  they  
ex p o rt to  and re g a rd in g  the  leng th  of th e  c o n tra c ts ,  y e a r ly , 
s ix  months o r  th re e  m onths.
F o u rth ly  The H arm onisation  P o licy  re g a rd in g  ex p o rt s a le s : -  
E ach  s i s t e r  company is  re sp o n s ib le  fo r  a  sp ec ific  ex p o rt a r e a : -
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U .K . is  re sp o n s ib le  fo r  the  follow ing m a rk e ts :-
-  The S can d in av ian  c o u n tr ie s .
P o r tu g a l .
-  The Middle E a s t  and  T u rk e y .
-  A fr ic a ,
F ra n c e  looks a f te r  th e  e x p o rt in
-  L a tin  A m erica .
-  F a r  E a s t .
-  The N e th e r lan d s .
-  Norw ay •
F ra n c e  O rg an isa tio n  is  m ere ly  a  s a le s  agency  o r ie n ta tio n ,
G erm any R esp o n sib le  fo r  th e  follow ing ex p o rt a r e a s
-  A u s tra lia ,
-  S w itz  e r la n d ,
-  H olland ,
-  Belgium ,
E a s t E u ro p e ,
Ita ly  T ak es  the re sp o n s ib il i ty  fo r  ex p o rt s a le s  in  th e se  a r e a s : -  
Ju g o slav ia
-  G reece
and of c o u rse  each  o rg a n isa tio n  take  c a re  of th e i r  dom estic  m ark e t. 
It i s  a  m a tte r of a  g ra n t, th a t U .K . o rg a n isa tio n  h as the  b iggest 
sh a re  in  th e  E x p o rt M arket,
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D isad v an tag es  of the  re -o rg a n is a t io n a l  s t ru c tu re
-  M ore re s p o n s ib i l i t ie s  fo r  the  man on th e  to p .
-  N a tio n a lis t fee lin g s  e . g .  a cc o rd in g  to the  r e -o rg a n is a t io n  of the 
M arketing  re s p o n s ib il i t ie s  th ey  appo in ted  an I ta lia n  a s  a  "M arket 
D ire c to r"  th e re  i s  re sen tm e n t w ork ing  f o r  an  I ta l ia n .
-  The p erfo rm an ce  of th e  w hole E u ro p e , goes to th e  P a re n t  Company 
a s  one id en tity  so  the  w eak p e rfo rm an ce  in  F ra n c e  d oes a ffec t the 
man on to p .
The F e a tu re s  of th e  P re p a ra t io n s  fo r  th e  EE C  M arkets
-  The m ark e t i s  t r e a te d  a s  one id e n tity .
-  C o -o rd in a tio n  on s a le s  ta rg e ts  and p r i c e s .
-  O p p o rtu n ities  c re a te d  by the  r e -o rg a n is a t io n  fo r  com parisons 
betw een the w hole p e rfo rm an ce  of the  s i s t e r ' s  com pan ies.
-  O rg an ised  and p lanned v is i ts  to  cu sto m ers
-  E xchanges of e x p e r ie n c e s , r e p o r ts  and fo re c a s ts  r e g a rd in g :-
i) P r ic in g
ii)  M odifications of the  p ro d u c ts  
ii i)  C o st of p ro d u c tio n  p rogram m es
-  The c o -o p e ra tio n  in  P ro d u c tio n s  so lu tio n s .
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-  S h ifting  of m an ag ers  and s ta ff  from  jo b  to an o th e r and from  one 
com pany to a n o th e r , e .g .
i) The ch ief e n g in ee r in  G erm any i s  an I ta l ia n ,
ii)  S a le s  M anagers becam e M arketing  M an ag ers,
ii i)  The M arketing D ire c to r  i s  an I ta lia n .
-  A sse ssm en t of the  p e rfo rm an ce  becam e c e n tr a l is e d .
Some F e a tu re s  of th e i r  o p e ra tio n s
1 . The s a le s  re p re se n ta tio n s  a r e  s t i l l  behind in  the  know ledge
of the  p ro d u c ts , and th a t d e m o n stra te s  a  d ifficu lty  in  prom oting 
the s a le s .  T hey have a  tra in in g  program m e to overcom e th is  
d ifficu lty  b ased  on m utual exchange of th e  know ledge betw een 
the  p ro d uction  and the  s a le s  w ork  f o r c e s .
2 . The p o ten tia l fo r  new c u sto m ers  a r e  lim ited  to the  num ber of 
m an u fac tu re rs  u sing  th e i r  c o n tro l p ro d u c ts .
3 . A lthough they  a r e  " p ro fit c e n tre s "  (l quote one of the  M arketing 
M an ag ers , we a r e  h e re  fo r  the  m oney, b u s in e ss  m eans making 
money), they  do c a re  about volum e and th e  dom ination of the 
m a rk e t.
4 . In re p ly  to the question  of Dumping th a t they  may fa c e , they  a re  
p re p a re d  to lo se  volume in  o r d e r  to k eep  th e ir  p r ic e s ,  but th a t 
depends on the  re la tio n s  they  have w ith th e i r  cu sto m ers  in  
p rov id ing  the cu sto m ers  w ith the  r ig h t p ro d u c ts  in  the  r ig h t 
tim e w ith the  r ig h t p r ic e .
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They a re  no t v e ry  co n ce rn ed  w ith dumping p ro b lem s, b ecau se  
they  do fa c e  i t  w ith  flex ib le  d ec is io n s  and in c re a s e d  s e rv ic e s  
to the  c u s to m e rs .
5 . T h e ir  p lan ts  a r e  c o n s id e re d  to be lab o u r in te n s iv e  u n it, they 
a r e  p lanning  to a b so rb  th a t problem  by:
a) D iv e rs if ic a tio n s  p lan s  •
b) Changing th e  ra n g e  of dom estic  r e f r ig e ra t io n .
c) In c re a s in g  th e  autom otive ran g e  Of p ro d u c tio n .
d) S ta n d a rd isa tio n  of the  p ro d u c ts .
e) B e t te r  o rg a n isa tio n  w hich u su a lly  ta k es  tim e 
to come ab o u t.
6 . They a r e  behind in  th e  fo re c a s tin g  m ethods, and th a t fe a tu re s  
d iff icu ltie s  in  p lanning  e sp e c ia lly  on th e  m arke ting  a r e a s .
7 . R & D a r e  the  re s p o n s ib il i ty  of th re e  o rg a n isa tio n s
a) U .K . -  C o n cerned  w ith  the  H eating  P ro d u c ts  and 
au to m o tiv es .
b) G erm any co n ce rn ed  w ith the  D om estic and the  
com m ercial r e f r ig e r a t io n s .
c) The P a re n t  com pany in  A m erica  u n d e rtak e  the  R & D 
fo r  a l l  the  p ro d u c ts .
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8 . S p e c ia l f e a tu r e s .
-  T hey need  no lic e n c e s  to w ork w ith in  th e  extended 
m a rk e t.
-  T hey have p a ten t r ig h t s .
-  They enjoy a  m onopolistic  condition  in  the 
U .K . m a rk e t.
-  P a s t  e x p e rien c e  h e lped  them  in  th e i r  p e rfo rm an c e .
OPERATION IN EU R O PE (INCLUDING THE EE C  MARKET)
A . R e fr ig e ra tio n  P ro d u c ts  and th e  E E C
1 . The s t ru c tu re  of the  E u ro p ean  m ark e t re g a rd in g  the  re f r ig e ra t io n  i s  
a s  foU ow s:-
-  U .K . P la n t.
-  G erm an P la n t .
-  F re n c h  s a le s  o ff ic e .
-  I ta lia n  w o rk s .
-  A sso c ia ted  com pany in  S p a in .
2 . The main co m p etito rs  in  E u ro p e  is  a  D anish  f irm . They cannot 
face  the  com petition  in  E a s te rn  E u ro p e  b ecau se  of the  low p r ic e s  
th e r e .
The fe a tu re s  of the  com petition  th ey  face  a r e  a s  fo llow s
-  The co m p etito rs  s e l l  in  u n re a l is t ic  p r ic e s .
-  The company is  lo s in g  volume a cc o rd in g ly .
-  H ow ever they  s t i l l  dom inate the r e f r ig e ra t io n  m a rk e t.
-  R egard ing  the  com m ercial r e f r ig e ra t io n  they a re  N o. 2 in  E u ro p e .
-  They do not ex p ec t much of the m em bership  of the  E E C  re g a rd in g  
the com m ercial r e f r ig e ra t io n  w hich have the ab so rp tio n  sy stem .
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-  They expected  and they  ach ieved  in c re a s e d .s a le s  in  the line  
of re f r ig e ra t io n  w hich w orks on the c o m p re sso r system  (which 
is  m ore e ffic ien t).
-  They o ffse tted  the  high lab o u r c o s ts  of the  s i s t e r  company in  
G erm any.
3 . T h e re  w e re  d ev ia tio n s  re g a rd in g  the  ex p ec ta tio n s  in  re la tio n  to  th e ir  
p e rfo rm an ce  in  the  EE C  m a rk e t. A s the  la s t  6 months of 1975 
p roduced  a  com pletely  d iffe ren t p ic tu re  than  th ey  thought i t  would
be b ecau se  of the  c lo su re  of th e i r  p lan t in  Ita ly  (it h as  been  opened 
again  from  the beginning of J a n u a ry , 1976. The re a so n  fo r  the  
c lo s u r e  w as the  overm anning th ey  faced  and th e  lab o u r u n re s t ,  due 
to th e i r  redundancy  p la n s . )
4 . The econom ies of s c a le s  the  company enjoys o r  expected  to obtain  
in  the  re f r ig e ra t io n  p ro d u c ts  a r e  in d ica ted  in  the  tab le  below and 
ran k ed  in acc o rd a n ce  w ith i ts  im p o rtan c e :-
F o rm s of E conom ies of S c a le s A pplicab le Rank
O rg an isa tio n  econom ies of S c a le s  i . e .  C o n cen tra tin g  
c o n tro l of a  num ber of p ro d u c tiv e  u n its  w ithin one 
m anagem ent fram ew ork / 1
L o n g er p roduction  ru n s / 2
18 .
F o rm s  of Econom ies of S c a le s A pplicable Rank
A bility  to ach ieve  te ch n ica l  econom ies by 
linking  to g e th e r  p r o c e s s e s  in one p roduc tion  
unit / 3
A dvantages of bulk -  buying and the c e n tra l i s a t io n  
of  c o p p e r  buying / 4
M arketing econom ies i . e .  sh a r in g  a d v e r t i s in g ,  
prom otions e tc . / 5
B e t te r  d is t r ib u t io n  fa c i l i t ie s / 6
G r e a t e r  in teg ra t io n  of d if fe ren t  p e rso n n e l  
(sp e c ia l ly  in Germany and F ra n c e ) / 7
(b ) The automotive p ro d u c ts  and tte EE C
The company be liev es  th a t th e re  is  l i t t le  point in d is c u s s in g  the  a ffec t  
of B r i ta in s  e n try  into the EEC on th e i r  pe rfo rm ance  in re la t io n  to t h e i r  
autoPiotive a c t iv i t ie s .
The r e a s o n  they s ta ted  a r e : -
a) Ranco h a s  a lw ays been a  m u lti-n a t io n a l  company sp read in g  th e i r  
m anufacturing  th roughout E u ro p e .
b) The automotive in d u s t ry ,  and like  many o th e r  in d u s t r ia l  o p e ra t io n s ,  
h a s  a lso  h is to r ic a l ly  an in te rn a t io n a l  im age.
c) Whilst B rita ins  e n try  into the E E C  has  made th e i r  dealing  with 
E u ro p e  somewhat e a s i e r ,  the  r e s u l t s  would have been the sam e , 
had B ri ta in  not jo ined  the  community.
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( c )  T he h eatin g  products and the EEC
-  H eating  m ark e t i s  good and m eets  the  com pany’ s  ex p ec ta t io n s .
-  The e le c t r i c  c o o k e rs  components have a  bad m ark e t  b e c a u s e :-
a) the  com pany 's  p ro d u c ts  a r e  o v e r  p r ic e d .
b) they  a r e  fac ing  a  s e v e re  competition from  one of 
the  lead ing  f irm s ( T . I .  G roup).
-  They expec ted  in c re a s e  in s a le s  volume a f t e r  B r i ta in s  e n try  into 
the  EE C  but t h e i r  expec ta tions  have not come about because  of 
the  d i f fe ren c es  in the te ch n ica l  qua li ty ,  and the  im p ar t ia l  and 
u n fa ir  t r a d e  in  F r a n c e  and Germ any (buy F r e n c h  and buy G erm an).
-  They des ig n  th e i r  own ra n g e  f o r  the U .K . M arke t.
-  The bad o rg an isa t io n  they have/affec ted  th e i r  p e rfo rm an c e ,  
l a s t  y e a r  (1975), they r e - o r g a n i s e d  t h e i r  p ro d u c ts  in E u ro p e .
-  T he  main p ro d u c ts  they have now have been s ta n d a rd is e d  acco rd in g  
to the  re q u ire m e n t  of the  m arke ts ,  involved (W. G erm any , F ra n c e  
plus the B r i t i s h  S ta n d a rd ) .  T h is  was expensive  and t ire so m e  p ro c e s s
-  T h e i r  main com petito r  in E u ro p e  e sp ec ia l ly  in G erm any i s  "Weter 
H e r t e r " .
-  The competition they  face  i s  s tiff and form idable  re g a rd in g  p r ic e  
and  qua li ty .
-  The competition in the  o th e r  d ire c t io n  (in the  U .K .  m arke t from 
E u ro p ean  f i rm s) ,  been t r i e d  by  "EG O ", a  G erm an f irm , but they 
have not the s u c c e s s  they expec ted .
-  The devalua tion  of the  £ helped  th e i r  ex p o r t  to th e  Scand inav ian  
c o u n tr ie s  and to G erm any.
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-  Due to the  McKenzey r e p o r t ,  the  heating  o p e ra t io n s  have 
been re o rg a n iz e d  a c c o rd in g  to the  following:-
i  C e n t ra l  o rg a n is a t io n s  f o r  the  m anufacturing  p r o c e s s ,  
which helped them in  minimizing the c o s t  and meeting 
the  d e l iv e ry  re q u ire m e n ts  a n y w h e re .
i i  The r e - s t r u c t u r e  of the  o rg a n is a t io n .
ü i  A w aren e ss  of the o p p o r tu n i t ie s , by the c o -o rd in a tio n
th e y  h av e , now betw een them and th e i r  E u ro p ean  S i s t e r s
iv P r ic in g  policy  a r e  known and s t r a ig h t ,  f o r  a l l  the s i s t e r  
com panies in E u ro p e  (before  the r e o rg a n is a t io n  the  
a ff l ia ted  com panies w e re  competing with each  o th e r  
(p r ice  w ise) in  a  dev ious  w ay.
-  The r e s u l t s  of th e i r  p e rfo rm an ce  in  1973-1974 w e re  a s  follows:-
-  in c re a s e d  s a le s  to G erm any and F r a n c e .
-  R & D is  developing  and f o r  the  f i r s t  time they a r e  
feed ing  i t  back to t h e i r  P a r e n t  Company in the  U . S . A .
-  E v e ry  item they m anufac tu re  i s  fo r  in d u s t r ia l  u se  and 
th a t  cu ts  th e i r  w h o le s a le r s  and a d v e r t is in g  c o s t s .
-  The econom ies of s c a le  they  expec t to obtain in the  h e a t in g  
o p e ra t io n s ,  ran k ed  a c c o rd in g  to the s ign if icance  they a ttached  
to i t  in  th e i r  c a s e : -
1. O rg an isa t io n a l  econom ies of s ca le  i . e .  co n cen tra tin g  
co n tro ls  of a  num ber of p roduction  units  within one 
management f ram e w o rk .
2 .  L a r g e r  p roduction  r u n s .
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3 .  Ability  to ach ieve  te c h n ic a l  econom ies by linking 
to g e th e r  p r o c e s s e s  in  one production  u n it .
4 .  A lso  they ex p ec t : -
a .  M arketing econom ies i . e .  sh a r in g  prom otion 
and m arke ting  c o s t s .
b .  G r e a t e r  in te g ra t io n  of d if fe ren t  p e rso n n e l  
(e sp ec ia l ly  in  G erm any and F r a n c e ) .
5. A dvantages  of bulk buying and economies of p u rc h a s in g  
pow er o v e r  t h e i r  c o p p er  su p p l ie r s  due to the  policy  of 
c e n t r a l i s e d  p u rc h a s in g .
6 .  The use  of high cap ac ity  sp e c ia l is e d  and l a r g e r  un its  of 
m ach inery  and c a p i t a l  equ ipm ents .
7 .  S p read in g  in i t ia l  c o s ts  in  the  c a s e  of new p ro d u c ts .
8 .  Econom ies a t t r ib u ta b le  to le a rn in g  and t ra in in g .
9 .  Econom ies in s h a r in g  the  prom otion and d is t r ib u tio n  c o s t s .
10 . Econom ies due to the  t r a n s p o r ta t io n  of a  num ber of p r o c e s s e s  
s im u ltan eo u s ly .
11. Econom ies of s c a le  in m arke ting  c o s ts  th rough  the 
confidence of c u s to m ers  and th rough  se l l in g  in bulk to 
indiv idual c u s to m e rs .
12. Econom ies of finance  due to the  expec ted  in c re a s e  in  p ro f i ts  
and hence  m ore re ta in e d  p r o f i t s .
13 . Econom ies due to the r e - o r g a n is a t io n  of management:-
a) employing more S p e c ia l i s t s .
b) the  l e s s  than p ro p o r t io n  demand f o r  d e c is io n  
making a lthough, they  a lso  expect d iseconom ies
in th a t  c o n ce rn  because  the new o rg a n is a t io n  may 
change the  motivation of m a n ag e rs .
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14. A dvantages of ob ta in ing  inform ation  m ore e a s i ly ,
sp ec ia l ly  they  a r e  in tro d u c in g  a  com puter system  which 
w ill w ork  in a  E u ro p ean  b a s e .
AUXILIARY PO IN TS
A • P ro f i ta b i l i ty  -h ea t in g  T h e i r  p ro f i tab i l i ty  i s  s a t i s fa c to ry  and 
i t s  volume above the lev e l  ach ieved  by th e i r  c o m p e t i to rs .  
R e f r ig e ra t io n s  not s a t i s f a c to ry  because  of the s e v e re  
com petition they fa c e .
B .  M arketing o th e r  p ro d u c ts  They do not m arke t o th e r  p ro d u c ts  
o th e r  than  th e i r s ,  they t r i e d  i t  once and they  fa iled  r e g a rd in g  
the  r e f r i g e r a t io n  p ro d u c ts .
C .  M odifications of the  p ro d u c ts  They t r i e d  to modify t h e i r  
p ro d u c ts  in the  heating  s id e ,  by in tro d u c in g  a  r e g u la to r  f o r  
the  in d o o r c e n t r a l  h e a tin g ,  but they  fa i le d .
D . Looking ahead
-  One of th e i r  po ten tia l  a c t iv i t ie s  i s  to engage in  p roduction  
o p e ra t io n s ,  f o r  the  U . S .  m a rk e t ,  because  of th e i r  r e la t iv e ly  
re d u c ed  c o s t s .
“ They have now s p a re  c ap a c i ty ,  a f te r  us ing  i t  fu lly , they  have 
a  plan fo r  a  new p la n t .
CASE STUDY No. 11
COMPANY : I n te r n a t io n a l  R e c t i f i e r
L O C A T IO N : O xted , S u r r e y
CO NTA CT : H , C . W A L F O R D ,G e n e ra l  M a n a g e r ,
D .R  . D A N IE L ,G e n e ra l  S a le s  M a n a g e r ,
I n te r n a t io n a l  R e c t i f i e r  w as  f o r m e d  in  the U .S .A .  in 1947, to 
m a n u fa c tu r e  s e le n iu m  r e c t i f i e r  a s s e m b l i e s .  T h e  o w n e rs  of the 
c o m p a n y ,  who c am e  f r o m  E a s t e r n  E u r o p e ,  h a d  the f o r e s ig h t ,  
a t  t h a t  s ta g e ,  to  in c o r p o r a t e  t h e w r d  " I n te r n a t io n a l"  in  the  
c o m p a n y ’s t i t l e .  T h i s  f o r e s ig h t ,  a n d  th e i r  a m b i t io n s ,  h av e  b e e n  
p ro v e d ,  in th a t  IR p r o d u c t s  a r e  now m a n u fa c tu r e d  w o r ld  w id e .  
M a in  m a n u fa c tu r in g  p la n ts  a r e  lo c a te d  a t  E l  S eg u n d o , C a l i f o r n ia ,  
U . S . A . ;  O x ted ,  U .K .  ; T u r in ,  I ta ly ;  a n d  T okyo , J a p a n .  S a te l l i te  
s e m i - c o n d u c to r  m a n u fa c tu r in g  and  a s s e m b ly  p la n ts  e x i s t  in 
M e x ic o ,  C a n a d a ,  N . I r e l a n d ,  In d ia ,  S in g ap o re ,  T a iw a n  and 
e l s e w h e r e .  T h e  to ta l  s a l e s  o u t le t s  fo r  I n te r n a t io n a l  R e c t i f i e r  
p r o d u c t s ,  w o r ld \  w ide, a r e  in  e x c e s s  of 100.
T h e  E u r o p e a n  jo in t  v e n tu r e .  I n te r n a t io n a l  R e c t i f i e r  C o m p an y  i s  
50% ow ned by  I n te rn a t io n a l  R e c t i f i e r  C o r p o r a t io n  and 50% by  
T h o r n  E l e c t r i c a l  I n d u s t r i e s ,  of L ondon . IR S a le s  a r e  of the  
o r d e r  of £3 0m p e r  a n n u m . T h o r n  is  w e l l  known f o r  i t s  d o m e s t ic  
and  l ig h tin g  p r o d u c ts  w ith  a s s e t s  e x c e e d in g  £ 2 0 0 m , i t  o p e r a t e s  
80 m a jo r  f a c t o r i e s ,  and e m p lo y s  a p p ro x im a te ly  8 5 ,0 0 0  p e o p le .  
T h e  m a in  E u r o p e a n  c e n t r e  is  IRESA B r u s s e l s ,  w h ich  is  a duty 
f r e e  w a r  e h o u s in g a n d  s a l e s  o p e ra t io n ,  w ith  r e p o n s ib i l i ty  fo r  
m a r k e t in g  , e x c e p t  fo r  G e r m a n y ,  F r a n c e ,  I ta ly  and  the U .K .
T h e  s u b s id i a r i e s  in I ta ly  and  the U .K .  a r e  r e s p o n s ib l e  fo r  th e i r  
own t e r r i t o r i e s ,  and  h av e  th e i r  own m a n u fa c tu r in g  f a c i l i t i e s  a t  
T u r in  an d  O x ted . T h e  l a t t e r  h a s  a  s a t e l l i t e  p la n t  a t  N e w ry ,  in 
N . I r e l a n d .
T h e  m o r e  than  60 s a le s  o u t le ts  fo r  IR p ro d u c ts  in E u r o p e  a r e  v ia  
i t s  own s a le s  o ff ice ,  and  v ia  d i s t r i b u to r  sand a g e n ts .
T h e  a v a i l a b i l i ty  o f  I n te r n a t io n a l  R e c t i f i e r  p r o d u c t s ,  on an  
I n te r n a t io n a l  b a s i s ,  is  a s t ro n g  b a rg a in in g  f e a tu r e  w ith  e q u ip m e n t  
m a n u f a c tu r e r s  p ro d u c in g  fo r  e x p o r t  m a r k e t s .
T h e  C o m p a n y 's  M ain  a c t iv i ty
T h e  c o m p a n y 's  p r o d u c ts  a r e  p o w e r  s e m i  c o n d u c to r s  and w h a t is 
invo lved  w ith  th e m .
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T h e  s e m i  c o n d u c to r  is a  p ie c e  of te ch n o lo g y , m a d e  f r o m  
s e l i c a n .  T h e  m a in  p ro d u c t  is  a d io d e ,  in  g e n e r a l  s i z e s  w ith  the  
s e l i c a n  in s id e  i t  , th e  s e m i  c o n d u c to r .  I t  co n d u c ts  c u r r e n t  in one 
d i r e c t io n  and  n o t  the o th e r .
T h e  r e c t i f i e r  i s  one diode or a n u m b e r  of d io d e s  in  a  p a r t i c u l a r  
c i r c u i t ,  w ith  o th e r  a l l i e d  ^com ponent s .T h e  p r o d u c ts  d i f f e r  fo r  the  
p u r p o s e  of c o n t ro l in g  p o w e r  output, to c o n t ro l  the  s p e e d  of m o to r ,  
o r  the  h e a t  of an  e l e c t r i c  b la n k e t .
A s s e s s m e n t  of the  P r e l i m i n a r y  q u e s t i o n n a i r e  (1974)
T h e  c o m p an y  h a s  m a n u fa c tu r in g  p la n ts  in a l l  th e  n in e  s t a t e s  o f  the  
E E C .  M o s t  of th e m  s t a r t e d  in th e  6 O 's , t h o u ^  those in W . G e r m a n y  
and  F r a n c e  w e r e  begun  in the la te  5 0 ' s ,  a t  the  t im e  of the  f o r m a t io n  
of the E u r o p e a n  C o m m u n ity ,
In the  p i lo t  q u e s t io n n a i r e  the  com p an y  s ta t e d  th a t  th ey  e x p e c te d  the  
e f fe c t  on th e i r  t r a d e  to be fa v o u ra b le  w h e n  the U .K .  jo in e d  the 
C o m m u n i ty ,
T h e y  e x p ec ted  the t a r i f f  r e d u c t io n  w ould  i n c r e a s e  th e i r  s a l e s  
v o lu m e  by  25%,
T h e y  a re  r e a c h in g  th a t  f ig u re  v e r y  r a p id ly .
T h is  i n c r e a s e  in s a l e s  v o lu m e  w a s  no t only due to  th e  t a r i f f  
r e d u c t io n ;  t h e r e  w e r e  o th e r  f a c t o r s .  One w a s  the  r e s t r u c t u r i n g  
and  r e o r g a n i s a t i o n  w h ich  th ey  in i t ia te d ;  w ith o u t  w h ich  th e  i n c r e a s e  
m ig h t  n o t  n e c e s s a r i l y  have  o c c u r e d .  T h i s  l e d  to  a  20% i n c r e a s e  in  
s a l e s  v o lu m e .
T h e y  have  a m a jo r  m a n u fa c tu r in g  p la n t  in  F r a n c e ,  th e  o r g a n i s a t i o n  
in  the U .K .  , N . I r e la n d ,  and  I ta ly .  T h e  m a jo r  t r a d e  a r e a s  a r e  in 
th e s e  c o u n t r i e s ,  co u p led  w ith  W. G e rm a n y ,  S w i tz e r la n d  an d  
A u s t r i a  a s  one g ro u p .  In  F r a n c e  th ey  a r e  m a jo r  e l e c t r o n i c  g r o u p .  
T h e r e  a r e  a l s o  l a r g e  a r e a s  of t r a d e  in  S c a n d in av ia  and  the  B en e lu x  
c o u n t r i e s .  T h e r e f o r e  the  p r e s e n c e  of t a r i f f s  in th o se  a r e a s  a t  a  h ig h  
l e v e l  le ad s  to a s i tu a t io n  in w h ic h  the  I ta l ia n  p r o d u c ts  a r e  n o t  s t ro n g  
in  I ta ly ,  the U .K .  p r o d u c ts  a r e  now s t r o n g  in  the  U .K .  and  so o n . 
T h e r e  w as  a p r o b le m  in g e t t in g  t h e i r  h e av y  p la n t  p r o d u c t s ,  w h ich
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h a s  a h ig h e r  v o lu m e  th an  m o s t  in to  o th e r  c o u n t r ie s  w h e r e  a h ig h e r  
duty  w as  a p p l ic a b le .  T h e  e l im in a t io n  of t a r i f f s  m e a n t  th a t  IR h av e  
b e c o m e  m o r e  c o m p e t i t iv e  in f o r e ig n  m a r k e t s .  T he  p r i c e  of the  
e x p o r te d  p ro d u c t  to E u r o p e  is  n o t  i n c r e a s e d  f r o m  8 to  18% duty  
r a t e ,  w h ich  i t  s t i l l  i s  in th e  R O W .
D id  the  f lo a t in g  of th e  £ h e lp  the co m p an y  t r a d e  m a r g i n a l l y ?
T h e  c o m p a n y  s ta t e d  in 1974 th a t  i t  d id .
If the  e l im in a t io n  of t a r i f f  is  c o m b in e d  w ith  the  d e v a lu a t io n  of the 
£ ,  the  en su in g  d ro p  in e x p o r t  p r  i c e s  m a d e  the  com p an y  m o r e  
c o m p e t i t iv e  in the E E C .
T h e y  have s a id  th a t  the  e f fe c t  of the  f lo a t in g  of the  pound  is  
m a r g in a l ly  h e lp fu l  to th e i r  t r a d e  ; w hen  th e  q u e s t io n n a i r e  w a s  f i l l e d  
in , th e y ,  a s  a g roup  of c o m p a n ie s ,  w e re  m a in ly  c o n c e rn e d  in 
d e a l in g  in  the  fo u r  m a in  E u r o p e a n  c u r r e n c i e s  f o r  f in a n c in g .
A l l  th e  a c c o u n ts  a r e  done in  d o l l a r s ,  and  th e r e f o r e  the  f lo a t in g  
of the pound is  a t  m in im a l  c o n c e r n  to the  c o r p o r a t io n  a s  w h a t  
th e y  s e e ,  in r e a l  t e r m s ,  i s  a  d e v a lu a t io n  of p r o f i t  in any p a r t i c u l a r  
c o u n t ry ,  d ep en d in g  on how i t s  c u r r e n c y  is  going a g a in s t  the d o l l a r .  
In t e r m s  of I n te r n a t io n a l  R e c t i f i e r  ( G r e a t  B r i t a in )  th e  e f fe c t  of 
d e v a lu a t io n  on th e i r  e x p o r t s ,  th ey  can  say  th a t  th e i r  e x p o r t s  a r e  
im p r o v in g ,  b e c a u s e  th ey  can  d ro p  t h e i r  d o l l a r  p r i c e s ,  and  m a in ta in  
the  s t e r l i n g  s e l l in g  p r i c e s .  So th e i r  e x p o r t s  to the E E C  a re  bound  
to im p ro v e  due to the  d e v a lu a t io n ,  e i th e r  to im p ro v e  th e i r  m a r g in  
in  s e l l in g  a t  th e  s a m e  p r i c e ,  or to i n c r e a s e  s a le s  if they  r e d u c e  
the  p r i c e  by  th e  d e v a lu a te d  v a lu e .
B u t  the  c o s t  e l e m e n t ,  w h e re  th ey  have  to i m p o r t  s o m e  o f  the  
c o m p o n e n ts ,  w i l l  be  i n c r e a s e d  b y  d e v a lu a t io n .  The c o m p a n y  i m p o r t s  
i t s  c o m p o n en ts  f r o m  i t s  a s s o c i a t e  c o m p a n ie s  an d  the  e f fe c t  w i l l  
d e p e n d  on the  c o r p o r a t e  t r a n s f e r  p r i c in g  p o licy  i . e .  supp ly ing  
in  s t e r l in g  p r i c e s  to  r e d u c e  the  duty  p a id  and  i n c r e a s e  th e  p r o f i t  
a t  one end  and  r e d u c e  i t  a t  the  o th e r ,  m ak in g  p r o f i t  a t  the  p o in t  
of s a le .  T h a t  o c c u r s  in the  c o m p a n y 's  o r g a n is a t io n  in  E u r o p e ,  h a s  
n o t  h a p p e n e d  b e tw e e n  the  p a r e n t  com p an y  in  the U .S .A .  and the
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c o m p a n ie s  in  the  E u r o p e  g ro u p .
E x p e c ta t io n s  of i n c r e a s e d  c o m p e t i t io n  in  the U ,K .  f r o m  f i r m s  in 
the  E E C  c o u n t r ie s  who w ould  e x p a n d  th e i r  t r a d e  in to  the U ,K ,  m a r k e t
T h e  co m p an y ,  in  the p r e l i m i n a r y  q u e s t io n n a i r e  in  1974 e x p e c te d
c o m p e t i t io n  in  the  U ,K ,  f r o m  f i r m s  in the  E E C ,  H o w ev e r  th ey
s ta te d  th a t  th e r e  w ould  not be  cuiy change  in  th e i r  s h a r e  of the
m a r k e t .
In 1976 th ey  e x p la in e d  th a t  the  p o w e r  s e m i  co n d u c to r  m a r k e t ,  
w h ich  they  a r e ,  in v o lv e d  in in  the  U ,K ,  h a s  b e e n  expand ing  a t  a 
l a r g e  r a t e ,  d e s p i te  the  d e p r e s s io n  in  the  eco n o m y  o v e r  the  l a s t  
18 m o n th s  (7 4 -7 6 ) ,  T h e  r e d u c t io n  of t a r i f f s  h a s  m e a n t  th a t  
c o m p e t i t io n  f r o m  W. G e r m a n y  and  F r a n c e  h a s  b e c o m e  s t r o n g .
T he  p r o b l e m  c o m p e t i to r s  have  i s  o f  m a r k e t in g  p o l ic ie s  and s a le s  
o r g a n i s a t i o n s .  A lthough  the  c o m p e t i t io n  i s  h a r d ,  in  t e r m s  of 
a c t iv i ty ,  t h e i r  p ro d u c ts  a r e  m o r e  e x p e n s i v e  and  th ey  do n o t  
n e c e s s a r i l y  have  the p ro d u c t  to m e e t  the  r e q u i r e m e n t s  of the  U .K .  
m a r k e t .  The c o m p an y  h a d  the s a m e  p r o b le m  in  s e l l in g  in  
G e r m a n y ,  H o w ev e r  the  p r o d u c ts  of a l l  the  E u r o p e a n  m a n u f a c t u r e r s  
a r e  b e c o m in g  m o r e  s i m i l a r .
In 1974 the com pany  h oped  th a t  t h e i r  t r a d e  e x p a n s io n  w ould  c o u n te r  
any th ing  th e i r  c o m p e t i to r s  w ould  g a in ,  an d  th a t  h a s  b e e n  the  c a s e ,  
th e i r  c o m p e t i to r s  have  not e x p an d ed  th e i r  t r a d e  a t  the  c o m p a n y ’s 
e x p e n s e .
T h e  r e a s o n s  g iv e n  f o r  th a t  a r e  the  p r i c e ,  q u a l i ty  and  the s u i ta b i l i ty  
of the p ro d u c t  to the  m a r k e t .  B u t  i t  c an  e a s i ly  d ep en d  on 
how f a s t  and  how a g r e s s iv e ly  the m a r k e t  p e r f o r m s  f o r  d i f f e r e n t  
c o m p a n ie s .
T he  com p an y , in 1974 e x p e c te d  n o t  to  change i t s  m e th o d s  of 
m a rk e t in g  and  d i s t r ib u t io n  in the  ex ten d e d  m a r k e t .
In 1976, th a t  w a s  n o t th e  c a se  ; th ey  a r e  c h an g in g .  P r e v io u s ly  7
they  h ad  the  U .K .  co m p an y  and  the  I ta l ia n  c o m p an y , each  s e l l in g
in i ts  o w n  a r e a  and  hav in g  th e i r  own f a c t o r i e s .  T h e  F r e n c h  and
G e rm a n  c o m p a n ie s  h ad  th e i r  own c o m p a n ie s  r e  g e s tu r e d  in th e i r
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c o u n t r i e s .  T he  o th e r  E u r o p e a n  c o u n t r i e s  w e re  c o v e re d  b y  a g e n ts  
and d i s t r i b u t o r s ,  w h ich  a ls o  b e lo n g s  to the  g ro u p , th is  w as  the  
c a s e  in  S pa in , F r a n c e ,  H o llan d  and  B e lg iu m ;  a lth o u g h  the  S p a n ish  
w e r e  s l ig h tly  d i f f e r e n t .  E v e r y th in g  e ls e  w a s  d e a l t  w ith  w ith in  a 
E u r o p e a n  C e n t r e  Supply W a r e h o u s e  in B r u s s e l s .
T h e  B r u s s e l s  w a r e h o u s e  w as  d e c e n t r a l i z e d ,  a n d  b ro u g h t  u n d e r  
the  U .K .  c o n t ro l .  T he  U . K . ,  in s t e a d  of h av in g  p o c k e ts  of m a r k e t in g  
f o r m e d  s a l e s  o f f ic e s  w ith  a s a l e s  o r g a n i s a t i o n  in  e ac h  c o u n t r y ,  b u t  
the  to ta l  m a rk e t in g  c o n c e p t  i s  c e n t r a l i s e d .  T h is  i s  a s y s te m  w h ic h  
i s  s im i l a r  to  t h a t  of the  l a r g e r  f i r m s  in th e  s e m i  co n d u c to r  
b u s i n e s s ,  su ch  a s  R C A ,
So, now , tliey can  s a y  th ey  do in te n d  to .c h a n g e  th e i r  m a rk e t in g  
m e th o d s  and  d i s t r i b u t io n  in  the  e x te n d e d  m a r k e t .  T h a t  w o u ld  n o t  
h a v e  h a p p e n e d  if  the  U, K, h ad  n o t  jo in e d  the C o m m u n i ty ,  i t  w ou ld  
n o t  h av e  b e e n  p o s s ib le  to  m o v e  p r o d u c t s  so  f r e e ly .  T hey  w ou ld  h av e  
l ik e d  to have c h an g ed  i t  b e f o r e ,  b u t  the  e n t r y  w a s  a  d ec id in g  f a c t o r .
T h e  c o m p an y  s ta t e d  in 1974, th a t  i t  w ould  be ab le  to s e l l  th e  s a m e  
p r o d u c t s  in  the e x ten d ed  m a r k e t
In 1976 th a t  is  s t i l l  the  c a s e ,  b u t  th e  n e e d  to p ro d u c e  m o d if ic a t io n s  
to m e e t  the  r e q u i r e m e n t  of th e  new  m a r k e t  took  p la c e ,  in  r e l a t i o n  
to G e r m a n y ,  T he  co m p an y  h a d  to m o d ify  i ts  p r o d u c ts  to m e e t  the 
d e s ig n s  of c o m p e t i t o r s .  U .K .  c u s t o m e r s  a r e  a l s o  b e g in n in g  to 
a s k  fo r  th e s e  m o d if ic a t io n s  b e c a u s e  th ey  a r e  a l s o  s e l l in g  e q u ip m e n t  
in to  th a t  m a r k e t  w ith  IR S e m i C o n d u c to r s .
On the in v e s tm e n t  s id e ,  the  co m p an y  in  1974 w as  in ten d in g  to 
i n v e s t  d i r e c t l y  by lo c a t in g  a new  p la n t  in  one of the  E E C  c o u n t r i e s
By 1976, w h a t  had  m a t e r i a l i s e d  w as  e x p a n s io n  in c e r t a i n  f a c i l i t i e s .
G e r m a n y  i s  u n d e r  c o n s id e r a t io n  fo r  e x p a n s io n ,  as  i s  F r a n c e .  A t
the m o m e n t  th ey  a r e  expand ing  in  the  U .K .
T h e  ch an g e s  w h ic h  took  p la c e  in the  p ro d u c t io n  s ide  of the  b u s i n e s s  
T h e  d e c e n t r a l i s a t i o n  of the m a r k e t i n g  fu n c tio n  w hich  took  p la c e ,  
an d  h a s  b e e n  m entioned  in th i s  c a s e  s tu d y , dep en d s  on m a k in g  an
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in d e p e n d e n t  p la n t  in  the U .K .  a n d  n o t  one w ith  a s e p e r a t e  m a r k e t in g  
o r g a n i s a t i o n .  I t  is  in  th e  U .K .  b e c a u s e  th e r e  is  e x p e r t i s e  h e r e ,  b u t  
a l s o  fo r  h i s t o r i c a l  a n d  c o m m e r c i a l  r e a s o n s .
T h e  p la n t  w i l l  be d e ce n t  r a l i s e d ,  a n d  th e  in v e s t m e n t  in  i t  i s  e a s y  
to c o n t ro l .  The c o n t ro l  m a rk e t in g  g ro u p  i s  to  m a k e  the  d e c i s io n s  
a b o u t  w h a t i s  r i g h t  fo r  E u r o p e ,  a t the  m o m e n t  the p e o p le  in 
B r u s s e l s  have  no t  m u ch  a c c e s s  to the  p la n t ,  n o r  m u ch  a u th o r i ty  
in  m a n ip lu la t in g  d e l i v e r i e s .  T h e y  h a v e  to r e l y  on the  g e n e r a l  s a l e s  
m a n a g e r  in  the  U ,K .  f o r  p r i c e s  o r  f a c i l i t i e s .
T h e  o b je c t  i s  to  m a k e  e v e ry th in g  f a i r e r ,  to ge t  the  s a m e  d e a l  and 
p r i c e  f r o m  the U .K .  a n d  f r o m  th e  I ta l i a n  p la n t ,  f o r  i n s t a n c e .
A l l  th e s e  c h a n g e s  have  b e en  h e lp e d  by  the  U . K 's  e n t r y  in to  the 
C o m m o n  M a r k e t .  B u t  t h e s e  c h a n g e s  w o u ld  have  b e e n  m ad e  any 
w a y .  The co m m o n  m a r k e t  h a s  m a d e  e s p e c ia l l y  e a s i e r  d a ta  p r o c e s ­
s in g ,  p a p e r  w o rk  and  t r a n s p o r t  s y s t e m s ,  a n d  the  m o v e m e n t  of 
g o o d s .
E c o n o m ie s  of s c a le
In 1974 the  com pany  w a s  a s k e d  i f  i t  e x p e r i e n c e d  so m e  f o r m s  of 
e c o n o m ie s  of s c a le ,  and to r a n k  th e m  a c c o rd in g ly ,  in o r d e r  of 
s ig n if ic a n c e  in  h e r  c a s e .
T h e  e c o n o m ie s  of s c a l e s  w h ich  the  c o m p an y  e x p e r ie n c e d  and  w e r e  
l ik e ly  to ob ta in  b e c a u s e  of the  i n c r  e a s e d  t r a d e  in the  E E C ,  w ould  
e f fe c t  the  c o s t  f a c to r  of i t ' s  o p e r a t io n s ,  and  c o n se q u e n t ly  i t s  p r i c e .  
T h i s  w ould  a ffec t  i t s  c o m p e t i t iv e  p o s i t io n  in the E E C  M a r k e t  w h ich  
w ould  a m o u n t  to  the  in c r e a s e  of s a l e s  in the  ex ten d e d  m a r k e t .
T h e  e n c lo s e d  ta b le  is  an i l l u s t r a t i o n  of th e  f o r m s  of e c o n o m ie s  of 
s c a l e s ,  w h a t  is  a p p l ic a b le  to the c o m p a n y  and  how i t  r a n k e d .  T he  
a d d i t io n a l  c o lu m n  show s the  c h a n g e s  w h ich  took  p la c e  b e tw e e n  1974 
( th e  t im e  of the  in i t i a l  s u rv e y )  an d  1976(the d a te  th e  co m p an y  w as  
a s s e s s e d  f o r  d e p th  and  c la r i f ic a t io n ) :
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F o r m s  o f  e c o n o m ie s  of s c a le
A b i l i ty  to u s e  l a r g e r  P l a n t  a t  
lo w er c a p i t a l  c o s t
L o n g e r  p ro d u c t io n  r u n s
G r e a t e r  s p e c ia l iz a t io n  of la b o u r
A b i l i ty  to u s e  m o r e  s p e c i a l i s e d  
and  s o p h is t i c a te d  e q u ip m e n t






A b il i ty  to a c h ie v e  t e c h n i c a l  e c o n o m ie s  
by l in k in g  to g e th e r  p r o c e s s e s  in one 
p ro d u c t io n  u n i t  X
O r g a n i s a t io n a l  e c o n o m ie s  of s c a le  
i . e .  c o n c e n t r a t in g  c o n t r o l  of a 
n u m b e r  of p ro d u c t io n  u n i ts  w ith in  
one m a n a g e m e n t  f r a m e w o r k  X
A d v a n ta g e s  of b u lk -b u y in g  X
M a rk e t in g  e c o n o m ie s  i ,  e .  s h a r in g  
a d v e r t i s in g ,  p ro m o t io n  and  M , c o s t s  X
B e t t e r  d i s t r ib u t io n  f a c i l i t i e s
1974 1976
r a n k  c h a n g e s  
in  




6 “  1
No ch an g e s
8 .
R a n k  6 fo r the  M a r k e t in g  e c o n o m ie s  i . e .  s h a r in g  a d v e r t i s i n g ,  
p r o m o t io n  and  m a r k e t in g  c o s t .  I t  b e c a m e  h ig h e r  in  the  p r i o r i t y  
l i s t  of im p o r ta n c e  due to  the  d e c e n t r a l i z a t io n  of m a r k e t i n g , .
T h e  I t a l i a n  P l a n t  c o n c e n t r a t e s  on p u b l ic i ty  f o r  E u r o p e ,  an d  the 
p la n t  in the  U .K .  w i l l  c o n c e n t r a te  e l s e w h e r e .
R a n k  No .2  (A b i l i ty  to  a c h ie v e  t e c h n ic a l  e c o n o m ie s  by l in k in g  
to g e th e r  p r o c e s s e s  in  one p ro d u c t io n  u n it)  an d  R a n k  N o . 3 ( lo n g e r  
p ro d u c t io n  ru n s )
T h e s e  h a v e  a h igh  p r i o r i t y  in  the  e c o n o m ie s  of s c a le  l i s t  a s  th ey  
e n a b le d  the  co m p an y  to  a c h ie v e  a  h ig h  p ro d u c t iv i ty  r a t i o ,  to g e th e r  
w ith  the  re d u n d a n c y  of th e  la b o u r  f o r c e ,  18 m o n th s  ago . T h i s  l e a d  
to a r e t u r n  to fu l l  c a p a c i ty  of p r o d u c t io n  r u n s  w ith  the r e d u c e d  
la b o u r  f o r c e .  So, the  p r o d u c t i v i t y  r a t i o  h a s  b e e n  im p r o v e d  by  the  
fo l lo w in g  f a c to r s :
A , lo n g e r  p ro d u c t io n  r u n s
B , T e c h n ic a l  e co n o m ie s  i . e .  l in k in g  t o g e th e r  p r o c e s s e s  in  one 
p ro d u c t io n  U n it
C . A b i l i ty  to  u s e  m o re  s p e c ia l i s e d  and s o p h is t i c a te d  e q u ip m e n t  
(R ank  N o . 6)
D. A s m a l l e r  la b o u r  fo r c e
R a n k  N o. 4 (A bili ty  to  u s e  l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t ) ,  the  
co m p a n y  h a d  to  p u t  s ig n i f ic a n t  i n v e s t m e n t  in  th i s .  T h e y  can n o t buy  
the m a c h i n e r y  a n d  e q u ip m e n t  th e y  n e e d ,  i t  i s  m ad e  in  the U .K .  s i te  
by  s p e c i a l i s t s .
T h e r e  h a s  b e e n  a p ro d u c t  r e a t i o n a l i s a t i o n  b e tw e e n  the  w o r l d w i d e  
g ro u p ,  e v e r y  one d e f in e s  th is  p a r t i c u l a r  s p e c t r u m  of the  p r o d u c t  
r a n g e  w i th  a c e r t a in  r a t e .
I n v e s tm e n t  in c a p i t a l  p la n t  i s  v e r y  i m p o r t a n t  in  the c o m p a n y 's  c a s e .  
T h e  c o m p a n y  looked  c a r e f u l ly  a t  i t ,  p a r t l y  b ecau se  of th e  E E C ,  
and  p a r t l y  t h e i r  r e o r g a n i s a t i o n  of th e  E u r o p e a n  g ro u p .  T h is  m e a n t  
th e y  co u ld  r a t i o n a l i s e  m a r k e t in g ,  and  p ro v id e  a b r o a d  o u tlook  and  
s p e c t r u m  of m a r k e t  d e ta i l s  fo r  the  p ro d u c t io n  u n i t ,  to e n a b le  the  
m a n a g e m e n t  to m ake  d e c i s io n s  of w h a t  i n v e s tm e n t  w a s  n e e d e d  on
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w h a t p a r t i c u l a r  p ro d u c t  l in e s .  If m a r k e t in g  h a d  s a id  th a t  t h e r e  w a s  
an o r d e r  in  E n g la n d ,  ru n n in g  fo r  a  y e a r ,  th ey  w ould  h a v e  a s k e d  i f  
the  p ro d u c t io n  f a c i l i t i e s  cou ld  m e e t  i t .  If i t  w a s  a d i f f e r e n t  o r d e r  
to  m o s t  i t  m ig h t  have  r e q u i r e d  the  p u r c h a s in g  of c e r t a i n  m a c h i n e s ,  
a t  a  p r i c e ,  say , of £ 100, 000, T he m a n a g e m e n t  w ou ld  tu r n  th is  
down b e c a u s e  the  p r o f i t  the  c o m p an y  w o u ld  m ake w ould  n o t  c o v e r  
th i s  c a p i t a l  c o s t .  B u t  now a f te r  the  r a t io n a l i z a t i o n  of the  p ro d u c t io n ,  
.th is s p e c ia l  o r d e r  m ay  f ind  a  m a r k e t  in  G e rm a n y  and in  F r a n c e .
T h e  d e c i s io n  w ou ld  b e  to  go a h e a d  w ith  the  c a p i ta l  in v e s tm e n t ,  
w h ic h  th e  to ta l  e x p e c te d  d e m a n d  in  an  E u r o p e a n  m a r k e t  w ould  
ju s t i f y .
T h a t  i s  n o t  on ly  b e c a u s e  o f  the  E E C ,  bu t b e c a u s e  th e i r  b ro a d  
s p e c t r u m  m a r k e t ,  in  a  E u r o p e a n  b a s i s ,  i s  b e g in n in g  to m a t e r i a l i z e .  
T h e  r o l e  p la y e d  b y  the  B r i t i s h  e n t r y  to  the  E E C  w a s  p s y c h o lo g ic a l ,  
in  be in g  E u r o p e a n  in s t e a d  of look ing  a t  th in g s  f r o m  a p la n t  p o in t  of 
v ie w .  T h is  a p p l ie s  to t h e  m a n a g e m e n t  of the  F r e n c h  and G e r m a n  
o ff ice  a l s o  a g a in  the  o r g a n is a t io n  s t r u c t u r e  i s  h e lp in g ,  b e c a u s e  
the  G e r m a n  a n d  the  F r e n c h  o ff ice ,  r e p o r t  to  the g e n e r a l  s a l e s  
m a n a g e r ,  who in  h is  t u r n  r e p o r t s  to  a  g e n e r a l  m a n a g e r .
T h e  fo r e g o in g  w as an a s s e s s m e n t  in  1976 of w h a t  h a p p e n e d  to 
the  e x p e c ta t io n s  of the  co m p an y  a f te r  they  f i l le d  the  q u e s t i o n n a i r e  
in  1974.
C o m p le m e n ta r y  q u e s t io n s  to a s s e s s  th e  a t t i tu d e  of the  c o m p a n y  in  
r e l a t i o n  to B r i t a i n ' s  a c c e s s  to the  m a r k e t
T h e  h a r m o n i s a t i o n  b e tw e e n  the U .K .  C o m p an y  and i t ' s  E E C  a s s o c i a t e s  
a f t e r  B r i t a i n ' s  a c c e s s i o n  to  the  l a r g e  m a r k e t
- T h e  p ro d u c t io n  o p e r a t io n s .
- T h e  m a r k e t in g  fu n c t io n .
- T h e  p r ic in g  p o l ic y
T h e  co m p an y  s ta t e d  th a t  t h e r e  is  no change  r e a l l y .  In IR t h e r e  i s  
4 o r  5 d i s t in c t  a r e a s ,  b u t  t h r e e  m a jo r  o n e s .
A m e r i c a ,  a m a jo r  a r e a ,  h a s  the IR c o r p o r a t io n  and  o ff ice  s i tu a te d  
t h e r e .
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T h e  I ta l ia n  com p an y , the  U .K .  co m p an y ,  the  G e r m a n  co m p an y ,  
an d  the  F r e n c h  co m p an y  a r e  a l l  owned h a l f  by  the  B r i t i s h ,  and 
h a l f  b y  the  A m e r i c a n s .  T h e  o r g a n i s a t i o n  in  E u r o p e  is  c a l l e d  the  
EXiropean S e m i- C o n d u c to r  g ro u p .  T h e y  do a l l  th e i r  a c c o u n tin g  
in  d o l l a r s .  T h e r e  is  a l s o  the  J a p a n e s e  f a c i l i t i e s ,  w hich  c o v e r  the  
E a s t e r n  C o u n t r i e s .  T h e y  a r e  33% A m e r i c a n  and  66% J a p a n e s e .
T h e r e  i s  a s l ig h t  d i f f e r e n c e  in  o w n e rsh ip  b e tw e e n  c o m p a n ie s ,  a l th o u g h  
e v e r y  one w o r k s  u n d e r  the s a m e  n a m e .  I n te r n a t io n a l  R e c t i f i e r .
T h e  A m e r i c a n s  o w n e rsh ip  i s  p r i v a t e , b e lo n g in g  to one mam. A f te r  
he  h a d  done w e l l  in  A m e r i c a  he  d e c id e d  to  go i n te r n a t io n a l ,  he 
h a d  s t a r t e d  in  1948 in  A m e r i c a ,  and  by  1958 h a d  c h o se n  s i t e s  in 
E n g la n d  and a t  M ila n ,  in  I ta ly .
E n g la n d  chose  the  s i te  b e c a u s e  the  c o m p an y  n e x t  do o r  is  c o n n e c te d  
w ith  s e m i - c o n d u c t o r s .  In I t a ly  th ey  a r e  c o n n e c te d  w ith  50% ow ned 
by th e m , th ey  do c o m p o n en ts  fo r  f a s t  c a r s .
T h e  U .K .  p la n t ,  an d  the F r e n c h  p la n t ,  i s  50% A m e r i c a n  a n d  50% 
ow ned by  T h o r n  E l e c t r i c a l  (U .K .  g ro u p ) .
T h i s  b a c k g ro u n d  h i s to r y  of o w n e rs h ip  is  n e c e s s a r y  to a s s e s s  the  
h a r m o n i s a t io n  b e tw ee n  the d i f f e r e n t  c o m p a n ie s  in  the E E C .
If w e ta k e  F r a n c e  a s  an  e x a m p le ,  th ey  m ay  tak e  p r o d u c t s  f r o m  
the  U .K .  o r I ta ly ,  A m e r i c a  o r  J a p a n ,  B r u s s e l s ,  w h a t  c o n c e r n s  
F r a n c e  w i l l  be  the  lan d in g  c o s t  f r o m  any  of th o s e  c o u n t r ie s  to  F r a n c e .  
T h e  co m p an y  c o n s id e r s  i t s e l f  to  be  a b e a d  of the  p o l i t i c i a n s .  T h e y  
h a v e  r e a l i z e d  th a t  E u r o p e  is  a n  id e n t i ty ,  so th e y  d e v e lo p e d  the 
E u ro p esm  S e m i- C o n d u c to r  g r o u p ,  fo r m e d  8 -1 0  y e a r s  a g o .  T h a t  w a s  
b r o u g h t  in to  line  w ith  the  d i f f é r â t  o w n e r s h ip s  ; T h o r n  E l e c t r i c a l  
in d u s t r y ,  th e i r  m a n a g e m e n ts ,  an d  in t e r n a t io n a l  r e c t i f i e r  c o r p o r a t e  
d e c id e d  th a t  th is  w ould  be a good th in g .
T h e  A m e r i c a n  m a r k e t  i s  v e r y  l a r g e  f o r  s e m i - c o n d u c to r  p r o d u c t s ,  the  
to ta l  E u r o p e a n  m a r k e t  i s  ro u g h ly  the  s a m e  s i z e ,  and  the  E a s t e r n  
m a r k e t ,  w h ich  is  n o t  q u a n t i f ie d  a s  the  J a p a n e s e  k eep  a lo t  s e c r e t ,  
A m e r i c a  is  p a r t i c ip a t in g  w ith  the  J a p a n e s e  w ith  one 
t h i r d  of the  in v e s tm e n t ,  b e c a u s e  th ey  do n o t  w a n t  to  p u l l  out 
c o m p le te ly ,  a l though  th e r e  a r e  c e r t a i n  a s p e c t s  th ey  do n o t  a p p ro v e  of.
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It i s  r e a s o n a b l e  to s a y ,  th a t  IR h av e  b e e n  c o n n e c te d  to  E u r o p e  
long  b e fo re  B r i t a i n ’s e n t r y  in to  the  E E C .
So the  h a r m o n iz a t io n  e x i s t s  a l r e a d y .  In:
A - T he  p ro d u c t io n  o p e ra t io n s :
T h e r e  i s  a p r o d u c t  r a t i o n a l i z a t i o n  p o l ic y  b e tw een  the  p la n ts ,  
w o r ld  w id e .  H o w ev e r  c o m p a n y  o w n e r s h ip  i n t e r f e r e s ,  an d  the  
p r o d u c t s  r a t i o n a l i s a t i o n  te n d s  to e x i s t  m a in ly  b e tw e e n  I ta ly ,  the  
U .K .  and  A m e r i c a ,  I ta ly  m a k e  p r o d u c t s  \ip to  a b o u t 70 A m p ,
T h e  U .K .  m a k e  f r o m  70 to 500 A m p . an d  they  r e l y  on A m e r i c a  
fo r  p r o d u c t s  o v e r  500 A m p .  T h e  A m e r i c a n s  m ake  v i r t u a l l y  
e v e r y th in g .  So the  p r o d u c t s  the  U .K .  and  I ta ly  m ake  a r e  d u p l ic a te d  
in A m e r i c a .
B .  F o r m s  of C o o p e ra t io n  b e tw e e n  the  U .K .  P la n t  and th e  p la n ts  
in  the E E C  c o u n t r ie s
T h e  s a m e  o w n e rsh ip  on p a p e r .  A ny  c o m p an y  i s  id e n t ic a l ,  in  t e r m s  
of o p e ra t io n s ,  e x c e p t  w h e r e  i t  sh o u ld  b e  v a r i e d  by lo c a l  c o m p an y  
la w .
T h e r e  a r e  no  n a t io n a l i s t i c  t e n d a n c ie s ,  o th e r  than  th o se  im p la n te d  
by  the  p eo p le  d i r e c t l y  r e s p o n s i b l e .
C .  How f a r  S i s t e r  C o m p a n ie s  c o m p e te  w ith  e a c h  o th e r
T h e r e  is  no n e c e s s i t y  f o r  c o m p e t i t io n .  T he  co m p an y  as a w ho le  
o p e r a t e s  in to ta l  c o o p e r a t io n ,  th e  U .K .  p l a n t  w o u ld  su pp ly  the 
I ta l i a n  p la n t .  F r a n c e  found  th a t  t h e r e  w a s  a big m a r k e t  fo r  a  c e r t a i n  
p ro d u c t ,  and  the  m a r k e t  p r i c e  w a s  $5, th en  th e y  w ou ld  e n q u i re  a t  
B r u s s e l s  f o r  a s p e c ia l  p r i c e .  T h e  c e n t r a l  supp ly  o r g a n i s a t io n  in  
B r u s s e l s  (w hich  w i l l  be in  the  U .K .  l a t e r  on) w i l l  a sk  th e  U .K .  
p la n t  w hat they  cou ld  supp ly  and  the p r i c e ,  s ay  $4, b u t  the  q u o ta t io n  
f r o m  the A m e r ic a n  p la n t  m ay b e  $3. T h e  d e a l  w i l l  s e t t le  w ith  the  
A m e r i c a n  (w hich  c a u s e s  f r u s t r a t i o n s  f o r  the  m a n a g e m e n t  in the 
E u r o p e a n  p la n ts ) .  T he  p r o d u c t s  a r e  s h i f te d  f r o m  one p la n t  to an y  
m a r k e t  fo r  the m o s t  p r o f i t a b l e  d e a l .
So, a s  long a s  the  p r i c e  of the  U .K .  £ i s  c h an g e a b le  a g a in s t  the  
d o l la r  th e  p ic tu r e  c h a n g e s .  I t  i s  up to  the g e n e r a l  s a le s  m a n a g e r .
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and  the  g e n e r a l  m a n a g e r  to d e c id e  w h a t  is  v ia b le  fo r  the U .K .  
p la n t  to p r o d u c e ,  i t  c o m e s  ag a in  to  the p ro d u c t  r a t i o n a l i s a t i o n .
B u t  t h e r e  i s  no d i r e c t  c o m p e t i t io n .  If a F r e n c h  co m p an y  c a m e  to 
the  U .K .  p la n t  a n d  a s k e d  to  buy  c e r t a i n  p r o d u c t s ,  i t  w ou ld  be 
d e c id e d  in  c o o p e r a t io n  w ith  the  IR F r a n c e ,  a c c o r d in g  to the 
a v a i l a  b i l i ty  of the  o r d e r  w i th o u t  u p s e t t in g  the  a r e a s  of r e s p o n ­
s ib i l i ty .
T h e  c o r p o r a t io n  c o n s id e r  B r u s s e l s  a s  the  p r o f i t  c e n t r e ,  b e c a u s e  
of the low ta x a t io n .  T h a t  w o u ld  h av e  h a p p e n e d  r e g a r d l e s s  of the  
E E C ,  a s  i t  is  r e a s o n a b le  to  h a v e  th e  p r o f i t  c e n t r e  w h e re  th e  
c o r p o r a t e  t a x e s  a r e  low ( a t  B r u s s e l s  49%, i t  i s  52% in  the  UK^
T h e  R e o r g a n i s a t io n  of the  s t r u c t u r e  took  p la ce  b e c a u s e  of the  
E u r o p e a n  o p e ra t io n s
T h e r e  is  r e o r g a n i s a t i o n  of the  s t r u c t u r e  ta k in g  p la c e .  T h e  co m p an y  
w a s  r e l u c t a n t  to  c o m m e n t  on it, b u t th e  m a in  th in g  i s  i t  fo l lo w s  the  
h a r m o n i s a t i o n  of the E u r o p e a n  o p e r a t i o n s .
T h e  a d v a n ta g e s  of B r i t a i n ’ s a c c e s s  to the E E C  in the  c a s e  of the  
c o m p an y
(a) T h e  a d v a n ta g e s  a r e  p r i m a r i l y  one of r e d u c e d  t a r i f f s  on p r o d u c ts  
m a n u fa c tu r e d  a t  the  I ta l ia n  p la n t  a n d  a t  the  D u tch  p la n t .  T h is  
e n a b le d  the  c o m p an y  to m ak e  m o re  p r o f i t s ,  and n o t  to i n c r e a s e  
p r i c e s ,  too  m uch , to th e  c u s t o m e r s ,  b e c a u s e  o f  the  f r e e  m o v e ­
m e n t  of g o o d s .  If th e  p r i c e  d o e s  n o t  (change, b u t  the  du ty  c h a n g e s ,  
t h i s  m e a n s  m o re  p r o f i t s .  T h e y  c a n  r e d u c e  the  p r i c e s  by  the  
a m o u n t  of the  t a r i f f s  du ty  r e d u c t io n ,  so  b e c o m in g  m o r e  c o m p e t i t iv e .  
T h e  d e c i s io n  w i l l  be b a s e d  on the l e v e l  of b u s i n e s s ,  an d  the  l e v e l  of 
p r o f i t s  they  in te n d  to m a k e ,
(b) T h e  o th e r  a d v an tag e  is  the  f r e e d o m  of a t t i tu d e .  T he  F r e n c h  a r e  
v e r y  n a t io n a l i s t i c  ab o u t w h o se  c o m p o n e n ts  th ey  b u y  a s  a r e  the 
G e r m a n s ,  I f  B r i t a i n  is  a c c e p te d  a s  a  p a r t n e r ,  p r o b le m s  of 
n a t io n a l i s m  a r e  l ik e ly  to  d i s a p p e a r .
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T h e  a d v a n ta g e  fo r  IR i s  th a t  i t  o v e r c a m e  the  b a r r i e r  b e fo re  
E E C  e n t r y .  D ue to  th a t  the  G . S a le s  M a n a g e r  in  I ta ly  d o es  
n o t  m in d  if  he s e l l s  U .K .  p r o d u c t s .  T h e  c o m p a n y  is  n o t  only 
E u r o p e a n  m in d e d ,  b u t  i t  i s  to ta l ly  i n t e r n a t i o n a l .  A s  an e x am p le  
of the  in te r n a t io n a l  l in k in g  of the  IR C o r p o r a t io n ,  i t  h a s  a  
w o r ld  w ide  s a le s  m e e t in g  o n ce  e v e r y  fo u r  y e a r s .
T h e  d is a d v a n ta g e s  th e  C o m p a n y  s e e s  in  B r i t a i n ' s  a c c e s s io n  
to  the C om m unity :
T h e  co m p an y  s e e s  no d i s a d v a n ta g e s ,  e x p e r i e n c e d  or e x p ec te d  
to e x p e r ie n c e ,  d u e  to B r i t a i n ' s  e n t r y  to  th e  C o m m u n ity .
T h e  s ta te  of th e  e co n o m y , the  i n d u s t r i a l  g ro w th ,  and  i t s  
im p l ic a t io n s  on th e  c o m p a n y 's  t r a d e :
T h e  p r o d u c t s  the  com pany  is  inv o lv ed  w ith  a r e  b u i l t  by  
d i f f e r e n t  i n d u s t r i e s ,  f r o m  e n g in e e r in g  T , V ,  's  to  c o m p u te r s .
T h e  c o m p an y  h a s  an  a d v a n ta g e  in  t h e i r  b r a o d  r a n g e  of p r o d u c t s ,  
no t c o m m it in g  th e m s e lv e s  to  one i n d u s t r y .  H o w e v e r  i f  the  
G . D , P .  s u f f e r s ,  the c o m p an y  s u f f e r s .  In  th e  l a s t  18 m o n th s ,  
w ith  the  M otor C a r  i n d u s t r y  down, w ith  c iv i l  e n g in e e r in g  and  
f in a n c ia l  sp en d in g  f r o m  g o v e rn m e n t  s o u r c e s  dow n, the  co m p an y ,  
a s  s u p p l i e r s  of c o m p o n e n ts ,  i s  a f f e c te d .
T h e  co m p an y  d iv id e s  i t s  p r o d u c t  r a n g e s  in to  tw o  c a t e g o r i e s .
Low  p o w e r ,  d e a l t  w ith  by w h o le s a l e r s  o r  d i s t r i b u t o r s ,  and 
h ig h e r  p o w e r ,  w h ich  th e y  s e l l  d i r e c t  to the  c u s t o m e r s ,  h o w e v e r  
t h e r e  i s  an o v e r la p .  T h e y  found th a t  the  low  p o w e r  p r o d u c t s ,  
i , e ,  e l e c t r o n i c s ,  a r e  a f f e c te d  v e r y  q u ick ly  b y  the s ta te  of the 
eco n o m y  ( e , g ,  in  T ,  V, s e t s ) .  W ith  h e av y  i n d u s t r y ,  to w hom  
th ey  supp ly  b ig  r e c t i f i e r s  w h ich  w ould  ta k e  a b o u t  9 m o n th s  to 
m a n u f a c tu r e ,  i f  th e  eco n o m y  s low ed  down, the  c o m p a n ie s  s t i l l  
o r d e r  r e c t i f i e r s ,  a n t ic ip a t in g  a r e c o v e r y  in  the e c o n o m y .  So 
w hen  the lo w e r  p o w e r  r e c t i f i e r s  d e m a n d  g o e s  down, the 
co m p an y  s t i l l  m a in ta in s  the  h ig h e r  pow er p r o d u c t s ,  they  en joy  
so m e  s ta b i l i ty .
14.
In the  t im e  of d e p r e s s io n  the  co m p an y  h as  a s p a r e  c a p a c i ty  
s i tu a t io n .  M o b i l i ty  c o u ld  b e  a c h ie v e d  in  the  la b o u r  f o r c e ,  
b u t  n o t  w ith  40% of th e  e q u ip m e n t  g e a r e d  to s p e c i f ic  p r o d u c t s .
T h e  p r e p a r a t i o n  th e  com pany  u n d e r to o k  in  the  know ledge  th a t  
the  G , B ,  w ould  jo in  the E E C :
A s  s ta t e d  b e f o r e ,  th ey  w e r e  a l r e a d y  a E u r o p e a n  o rg a n is a t io n ,  
c a l l e d  the  E u r o p e a n  S e m i C o n d u c to r  g ro u p ,  so  t h e r e  w a s  no 
n e c e s s i t y  fo r  th e m  to  m ak e  any  c h a n g e s .  T h is  i s ,  a p a r t  f r o m  
g e n e r a l  s a l e s  m a n a g e r  r e v i s in g  the p r i c e  l i s t s  for im p o r te d  
c o m p o n e n t s ,  w h ic h  m a y  c o m e  f r o m  one  of the  E E C  c o u n t r i e s  
w i th  a new  lo w e r  du ty .
F r o m  a m a r k e t in g  p o in t  of v iew , t h e r e  w e r e  c h an g e s  in  p r i c e s ,  
a n d  c e r t a i n  m a r k e t in g  p o l i c i e s .  C e r t a i n  p r o d u c t s  b e c a m e  a t t r a c t i v e  
to  the n ew  m a r k e t .  T h e y  c o n s id e r e d  sw itch in g  p u r c h a s e s  f r o m  
A m e r i c a  w h e re  t h e r e  w e r e  a d v a n ta g e s  ( lo w e r  p r i c e s  a n d  h ig h e r  
d u t ie s )  to ,  s a y ,  I ta ly  b e c a u s e  of the  r e d u c t io n  in  d u ty .
T h e  m o d if ic a t io n  of the  p r o d u c ts  to  m e e t  the s t a n d a r d i s a t io n  
l e g i s l a t i o n  of the  E E C  d i r e c t iv e  c o n c e rn e d :
T h e  co m p an y  d o e s  n o t  r e c a l l  t h a t  i t  w a s  o b l ig e d  to  m a k e  any 
m o d if ic a t io n s  to  m e e t  l e g i s l a t i o n s .  T h e y  did so  to m e e t  
the  r e q u i r e m e n t s  of the G e r m a n  an d  F r e n c h  m a r k e t s  (e ,  g, 
ch an g in g  to m e t r i c a t io n ) .
T h e  s ta n d a r d i s a t io n  of o u t l in e s  w a s  a  n e c e s s i t y  w h ich  w ould  
h a v e  ta k e n  p la c e  an yw ay , b u t  the E E C  a c c e l e r a t e d  t h i s .  T h e r e  
i s  s t a n d a r d is a t io n  in  the  w ay  d e v ic e s  a r e  r a t e d  and  s p e c i f ie d .
O th e r  p o in ts  th e  co m p an y  r a i s e d :
T h e y  s ta ted  th a t  th ey  a r e  p r o g r e  s s in g .  T h e y  a r e  d e f in i te ly  
i n t e r e s t e d  in  E u r o p e ,  m o r e  th a n  b e f o r e .  B r i t a i n  jo ined  the  E E C ,  
an d  a r e  a l s o  a w o rld w id e  c o m p a m y ,  p r e p a r e d  to  s e l l  in  any 
a r e a .
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T h e  C o m p a n y 's  s a l e s  f ig u re ,  
A s  1971 = 1
1971 1972 1973 1974 1975
T o ta l  tu r n o v e r  1 1 ,0 5  1 ,0 5  1 ,08  1 ,0 6
of th a t  in  th e  y e a r s :
1971-1972  D o m e s t i c  E x p o r t
80% 20% 
and  in  th e  y e a r s  1973-1975  70% 30%
T h is  to t a l  e x p o r t  is  to  the  E E C . T h e  i n c r e a s e  o f  s a l e s  to  the  
E E C  m a r k e t  w a s  10% in  th e  y e a r s  1973-1975 .
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BACKGROUND
C l a r k - E a t o n  o f f e r s  a  c o m p le te  s e r v i c e  f o r  su p p ly in g  and g la â n g  a i l  
ty p e s  of s t r u c t u r a l ,  d e c o r a t iv e ,  and  p r o c e s s e d  g l a s s .  W ith in  the  
o r g a n i s a t io n  th ey  h a v e  th e  f a c i l i t i e s  to  s a t i s f y  th e  n e ed s  of 
A r c h i t e c t s ,  B u i ld e r s ,  a n d  a l l  o th e r  c o m m e r c i a l  an d  i n d u s t r i a l  u s e r s  
of f la t  g l a s s .
T h e i r  h e a d q u a r t e r s  a t  B r a c k n e l l ,  B e r k s h i r e ,  h o u s e s  the  m o s t  up to  
d a te  f a c to r y  in  the  c o u n t r y ,  d e v o ted  e n t i r e ly  to  g l a s s  w a re h o u s in g ,  
p r o c e s s i n g ,  a n d  d i s t r i b u t io n .  T h e s e  r e s o u r c e s ,  to g e th e r  w i th  tw e n ty - 
e ig h t  b ra n c h  a d d r e s s e s  s t r a t e g i c a l l y  lo c a t e d  to  c o v e r  the  w h o le  o f  
S o u th e rn  E n g la n d  an d  South  W a le s ,  g u a r a n te e  t h e i r  c u s t o m e r s  
r e g u l a r  a n d  r e l i a b l e  d e l i v e r i e s ,  and  a n  e f f ic ie n t  g la z in g  s e r v i c e .
E a c h  b ra n c h  h a s  i t s  own t e a m  of g l a z i e r s ,  a n d  h o ld s  c o m p r e h e n s iv e  
s to c k s  of g la s s  f o r  im m e d ia te  u s e .  T h e  B r a c k n e l l  f a c to r y  c a r r i e s  a 
r e g u l a r  s to c k  in  th e  r e g io n  of 2, 000, 000 s q ,  f t , , w h ile  th ro u g h o u t  
the  G ro u p  th ey  c a n  d ra w  on s u p p l ie s  to ta l l in g  m o r e  th a n  6, 0 0 0 ,0 0 0  
sq .  f t .
A n e x te n s iv e  r o a d  t r a n s p o r t  s y s t e m  l in k s  the  C la r k - E a t o n  g ro u p  of 
c o m p a n ie s  w ith  i t s  c u s t o m e r s .  T he  f l e e t  o p e r a te s  d a ily ,  o r  r e g u l a r  
s c h e d u le d  d e s p a tc h  r u n s ,  to  fn o s t  p a r t s  o f  th e  UK, an d  e m p lo y s  the  
m o s t  m o d e rn  v e h ic l e s  w ith  s p e c ia l  d e m o u n tab le  body  c o n ta i n e r s  to  
s p e e d  up load ing  an d  d e l i v e r y .
C la r k - E a t o n  h a s  b e e n  a s s o c i a t e d  w ith  the d e s ig n  a n d  c r e a t io n  of s ta in e d  
g l a s s  and  d e c o r a t iv e  w indow s fo r  w e l l  o v e r  100 y e a r s .  I t  m a in ta in s  
two m a n u fa c tu r in g  s tu d io s  - a t  B r i s t o l  a n d  L ondon  - u n d e r  the d i r e c t io n  
of M e m b e rs  of the  B r i t i s h  S o c ie ty  of M a s t e r  G la s s  P a i n t e r s ,  an d  th e i r  
w o r k  can  be  s e e n  in  c h u r c h e s ,  c a t h e d r a l s ,  an d  p r o m i n e n t  s e c u l a r  
b u i ld in g s ,  th ro u g h o u t  B r i t a in ,  a n d  in  m a n y  c o u n t r i e s  of the w o r ld .  
D e c o r a t iv e  g la s s  p ro v id e s  the  a r c h i t e c t ,  and i n t e r i o r  d e s ig n e r ,  w ith  
a  v a r i e t y  of e f fe c t s  fo r  enhanc ing  a l l  t y p e s  o f  b u i ld in g s  w ith  c o lo u r  and  
l ig h t .
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In ad d it io n  to  c r e a t in g  new  w in d o w s ,  th e  S tud io  s p e c i a l i s e  i n  the  
r e s t o r a t i o n  an d  r e p a i r  of o ld  s ta in e d  g l a s s  l e a d e d  w in d o w s. W ith  
t h e i r  c o n s id e ra b le  e x p e r i e n c e ,  th e y  a r e  a b le  to  e n s u r e  th a t  a s  m u ch  
a s  p o s s ib le  of the o r ig in a l  g la s s  i s  p r e s e r v e d ,  and  th a t  an y  n ew  g la s s  
i s  r e p r o d u c e d  to m a tc h  a c c u r a t e ly  th e  c o lo u r  a n d  s ty le  of th e  o r ig in a l .  
T h e  s t a g e  1 d e v e lo p m e n t  o f  a  new  f a c to r y  f o r  J a m e s  C l a r k  & E a to n  
L i m i t e d  a t B r a c k n e l l  h a s  r e c e n t l y  b e e n  c o m p le te d ,  a t  a  c o s t  o f  
£ l , 2 m n .  T he  f a c to r y ;  w h ic h  t a k e s  th e  p la c e  of s m a l l e r  an d  m o r e  
d i v e r s i f i e d  p r e m i s e s  a t  B l a c k f r i a r s ,  L o n d o n , w h e r e  650 w e re  
e m p lo y e d ;  i s  b e in g  d e v e lo p e d  in  t h r e e  s ta g e s ,  a n d  i s  a l r e a d y  a  -
p r o m i n e n t  f e a tu r e  of B r a c k n e l l ' s  new  S o u th e rn  I n d u s t r i a l  A r e a ,
B y e s ta b l i s h in g  i t s  w o r k  in  th e  N ew  T ow n the  c o m p a n y  e n s u r e d ,  
th ro u g h  the  B r a c k n e l l  D e v e lo p m e n t  C o r p o r a t io n ,  th a t  a d e q u a te  
h o u s in g  w a s  a v a i l a b le  to  a l l  i t s  s ta f f .  In c lu d e d  in  th e  s p r e s e n t  
d e v e lo p m e n t  a r e  a  f a c to r y  b u ild in g  and off ice  b lo c k ,  b o i l e r  h o u se  
an d  m a in te n a n c e  b lo c k ,  g a r a g e ,  and  a  c a r  p a r k  fo r  c o m m e r c i a l  
v e h i c l e s ,  an d  c a r  p a rk in g  space  fo r  e v e r y  e m p lo y e e .  S tage  2 w il l  
p ro v id e  a d d i t io n a l  f a c to r y  and office  a c c o m m o d a t io n  ( c o m p le te d  
a f t e r  1974), A f u r t h e r  e x te n s io n  i s  p la n n e d .
P r i c i n g  P o l i c y
It i s  a  m ix tu r e  of m o r e  th a n  one type  of p o l ic y .  A s  th e y  a r e  in  the  
c o n t r a c t in g  b u s i n e s s ,  t e n d e r in g  for g la z in g  w o rk ,  th e n  i t  i s  " c o s t  
p l u s " .  W hen i t  c o m e s  to  f r a m e d  m i r r o r s ,  t h e i r  p o l i c y  i s  w h a t  the  
m a r k e t  w i l l  s ta n d ,  an d  w i l l  p a y .  B e in g  in  the  E E C  d o e s n ' t  a f fe c t  
th i  s a t  a l l .
G ro w th  of T r a d e
In the l a s t  f ive  y e a r s  th e  g ro w th  of the c o u n t r y 's  t r a d e  h a s n ' t  b e e n  
s a t i s f a c t o r y  b u t  th e y  have  tak en  a l a r g e r  s h a r e  of i t .  T h e  g ro w th  of
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t r a d e  h a s  gone on in  the  co m p an y ,  n o t  a s  f a s t  a s  th e y  w ou ld  l ik e ,  
b u t  th e y  have  s u c c e e d e d  in  g ro w in g  e a c h  y e a r .  In r e a l  t e r m s  the  
g ro w th  o f  t r a d e  a s  a  p e r c e n ta g e  10%-12%, ( T h a t  i s  ex c lu d in g  the  
in f la t io n  r a t e ) ,  t h e  C o m p a n y  c o n s id e r e d  i t  genu ine  g ro w th .
S p e c ia l  f e a t u r e s  th e  com p an y  p o s s e s s e s  w h ich  g iv e s  i t  a  s p e c ia l  
p la c e  in  the M a r k e t ,
T h e y  re c k o n  th a t  th e y  a r e  good a t  t h e i r  job ; e x p e r ie n c e  m a y  p la y  
a  r o l e  in  t h e i r  c o n c e r n .  T h e y  a r e  a n  a m a lg a m a t io n  of two c o m p a n ie s  - 
one f i r m  w a s  J a m e s  C la r k  a n d  Son, e s t a b l i s h e d  in  1855, T h e  o th e r  i s 
E a to n  a n d  G ib so n  w h ich  h a s  b e e n  e s t a b l i s h e d  f o r  o v e r  300 y e a r s .
P o t e n t i a l  A c t iv i t i e s  w h ic h  the co m p an y  i s  p lan n in g
T h e y  a r e  a lw a y s  look ing  fo r  d iv e r s i f i c a t io n ,  a n d  w i l l  t r y  a lm o s t
a n y th in g .  T h e y  h av e  a l r e a d y  d iv e r s i f i e d  w ith in  t h e i r  t r a d e ,  in  th a t
th e y  now  m a k e  w indow s a n d  siç>ply a lu m in iu m  shop  f r o n t s .  T h ey
h av e  a  d iv is io n  w h ich  s e l l s  d i r e c t  to  th e  p u b l ic  -  a n o th e r  d iv e r s i f i c a t io n ,
b e c a u s e  u n t i l  f a i r l y  r e c e n t l y  th e y  w e r e  i n t e r e s t e d  only  in  th e  b u i ld in g
i n d u s t r y .  Now th e y  d i r e c t  s e l l  to  th e  p u b l ic ,  d o u b le  g la z in g  r e p l a c in g
w in d o w s an d  p a t io  d o o r s ,  an d  t h e r e  a r e  v a r io u s  o th e r  p la n s  a fo o t .
P o t e n t i a l  c o m p e t i t io n  th e  c o m p a n y  f o r e s e e s .
T h e r e  a r e  a lw a y s  s m a l l  f i r m s  g ro w in g  in  E n g la n d ,  an d  t h e r e  w i l l  
a lw a y s  b e  a  lo t  of c o m p e t i t io n  in  th i s  c o u n t ry .  T h i s  i s  a t r a d e  th a t  
can  b e  s t a r t e d  w ith o u t  a n  e n o rm o u s  a m o u n t  of c a p i t a l ,  an d  w ithou t 
l a r g e  p r e m i s e s .  A s  long a s  th a t  s i tu a t io n  e x i s t s  t h e r e  w i l l  be a  lo t  of 
c o m p e t i t io n .  T h e r e  a r e  s m a l l  f i r m s  who cut p r i c e s ,  v e r y  o f te n  go 
out of b u s in e s s  in  tw o  o r  t h r e e  y e a r s  t im e ,  an d  do a  g r e a t  a m o u n t  of 
d a m a g e ,
P r  o f i tab i l i ty
T h e  p r o f i t a b i l i ty  of th e  co m p an y  is  not s a t i s f a c t o r y  in  r e l a t i o n  to
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the  c a p i t a l  in v e s tm e n t ,  and  in  r e l a t i o n  to  the  s a le s  v o lu m e .  T h e y  
m o v e d  f r o m  L ondon  in 1969, and t h e r e f o r e  lo s t  a  lo t  of m o n e y .
T h e y  a lw ays  knew  th a t  th ey  w o u ld  m a k e  a l o s s  in  the  m ove  -  i t  w a s  
b u d g e te d  f o r ,  m o v in g  the  n u m b e r  of p e o p le  f r o m  L ondon  th a t  th ey  
d id  w a s  a  t r e m e n d o u s  u n d e r ta k in g .  T h e i r  e x p e n s e s  in v o lv ed  a l l  th e  
s t a f f ' s  r e m o v a l  c o s t s  -  a s  th e y  b r o u g h t  a l l  t h e i r  s ta f f  w ith  th e m .
T h e  c o m p an y  p a id  th e i r  s o l i c i t o r ' s  and e s t a t e  a g e n ts  f e e s  f o r  i n s t a n c e .  
T h e y  p a id  e v e ry th in g  f o r  t h e i r  s t a f f .  T h e  s i t e  w a s  new , and w a s  a
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c a p i t a l  c o s t .  T h e y  th e n  s t a r t e d  th e  s low  c l im b  b a c k ,  and th e n  t h e r e  
w a s  a  r id i c u lo u s  p ie c e  of T o r y  l e g i s la t i o n  (a P r i c e  Code -  a s  the  
C o m p a n y  s e e s  it) p e r p e t r a t e d  by the  L a b o u r  G o v e rn m e n t  w h ich  
l i m i t s  t h e i r  p r o f i t .  T h e i r  p r o f i t  le v e l  w a s  s t r u c k  d u r in g  a  r e c o v e r y  
s i tu a t io n ,  an d  th e y  a r e  p in n e d  down to  a  p o o r  r e t u r n .
M a r k e t in g  o th e r  p r o d u c t s
A s  a  g e n e r a l  r u l e  the  c o m p a n y  d o es  n o t  m a r k e t  p r o d u c ts  o th e r  th a n  
t h e i r s ,  b u t  as a  c o m p l im e n ta r y  p ro d u c t ,  th ey  buy  in s o m e ,  w indow s 
f o r  in s t a n c e ,  an d  s e l l  t h e m .  B u t g e n e r a l l y  sp ea k in g ,  th e y  t r y  to 
p ro d u c e  a l l  t h e i r  own g o o d s .  T hey  d o n ' t  a c tu a l ly  m a k e  g l a s s  - th e y  
only  p r o c è s s i t .
B r a n d  n a m e
T h e y  te n d  to  u s e  " C la r k + E a to n "  m o re  and m o r e .  A nd  th i s  h e lp s  t h e m .  
T h e  a s s e s s m e n t  of the  a n s w e r s  of the  p r e l i m i n a r y  q u e s t i o n n a i r e  
M a n u fa c tu r in g  e s t a b l i s h m e n t  in th e  E E C
In 1974 the  com pany  s ta te d  th a t  th ey  d id n ' t  h av e  an y  m a n u fa c tu r in g  
e s t a b l i s h m e n t s  in  a n y  o f th e  E E C  c o u n t r i e s .
In 1976, w hen  the co m p an y  w a s  a s s e s s e d ,  th e  s i tu a t io n  w a s  u n c h a n g e d .  
T h e  co m p an y  h a d  n o t go t any  new m a r k e t in g  f a c i l i t i e s  in  th e  E E C  
c o u n t r i e s  e i t h e r .
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T r a d in g  b e fo re  1s t J a n u a r y  1973 w ith  any of the E E C  c o u n t r ie s  
In 1974 the  com pany  a n s w e r e d  in  th e  p r e l i m i n a r y  q u e s t io n n a i r e ,  
th a t  th ey  h a d n ' t  t r a d e d  b e f o r e  1 s t  J a n u a r y  1973 ( the  d a te  B r i t a i n  
jo in e d  th e  E E C )  w ith  a n y  o f  the  E E C  c o u n l r i e s .
In 1976 in  the  a s s e s s  p r o c e s s  they  e x p la in e d  th a t  now th ey  h a d  a 
s m a l l  a m o u n t  of t r a d in g  w ith  the E E C  c o u n t r i e s ,  t h e i r  p r in c ip c d  
e x p o r t s  a r e  to N o rw ay  an d  F in la n d .
T h e  p r e p a r a t i o n  the  com p an y  h a s  done to  p e n e t r a t e  the  e x ten d e d  
m a r k e t
T h e y  have  done v e r y  l i t t l e  fo r  th e  r e a s o n  th a t  a l l  the  e x p o r t  goods 
th e y  p r o d u c e  c o u ld  b e  so ld  to N o rw a y  and  F in la n d ,  and  so  m o s t  of 
the  t im e  th ey  h av e  b e e n  ru n n in g  at fu l l  c a p a c i t y .
W as  i t  the  c a p a c i ty  w h ich  d ic ta te d  the  p e r f o r m a n c e  of th e  co m p an y  
in  the E E C  m a r k e t ?
B e c a u s e  the co m p an y  in  1973, and  f r o m  th e r e o n ,  w a s  a lw a y s  in  
f u l l  c a p a c i ty  r e g a r d in g  its  h o m e  and e x p o r t  m a r k e t ,  the  e f f o r t s  
th e y  took  in  the  E E C  w e r e  n e g l ig ib le .
N ew  in v e s t m e n t s ,  o r  new  jo in t  v e n tu r e s ,  in  the E E C  m a r k e t  
T h e y  looked a t  the p o s s ib i l i ty  of buy ing  a co m p an y  in  F r a n c e ,  in  
f a c t  th ey  n e g o t ia te d  w ith  th e m  f o r  s e v e r a l  m o n th s ,  b u t  b a c k e d  out 
in the e n d . S ince th en  th e y  h a v e  done v e r y  l i t t l e .
T h e  t r a d i t io n a l  m a r k e t  of the  co m p an y  a n d  i t s  e f f o r t s  in  the  E E C  
H is to r i c a l ly ,  i t  i s  p ro b a b ly  e a s i e r  fo r  a  UK b a s e d  com p an y  to 
o p e ra te  in  S c a n d in av ia ,  w h e re  t h e r e  is  a  g r e a t  d e g re e  of f r i e n d l i n e s s  
to w a rd s  them" T he  C o m p a n y  th inks  th a t  the  N o rw e g ian s  l ik e  do ing  
b u s in e s s  w ith  the B r i t i s h ,  m o r e  so th an  w ith  E E C  c o u n t r i e s .  In  
th e o ry ,  they  d o n 's  w a n t  to have  i t  if th e  S can dan  av ian  m a r k e t  
m e a n s  a lo s s  of the  t r a d i t i o n a l  m a r k e t s  w h ich  th ey  h ad  b e f o r e ,  l ike  
the C o m m o n w e a l th  and E F T A  m a r k e t s ,  w ith  the  t r a d e  p r e f e r e n c e s  
they  h ad  b e f o r e .  B u t the  d iv e r s io n  of t r a d e  to  the  E E C  c o u n t r ie s .
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w ith  the  t a r i f f  b a r r i e r s  fo r  in s ta n c e ,  and  the c o n d i t io n  o ftrad e ,* * !  
th in k  th a t  m o s t  of the  c o m p a n ie s  th a t  h a d  e s t a b l i s h e d  t r a d e  w ith  
th e s e  c o u n t r ie s  b e f o r e  d iv e r t e d  th e i r  e f f o r t s  to p e n e t r a t e  the  
E E C  m a r k e t . " T h e  co m p an y ,  w hen  it t r i e d  to  e s t a b l i s h  e x p o r t  
m a r k e t s  looked , f i r s t  o f  a l l ,  a t  w h ich  c o u n t r ie s  h a d  g la s s  m a n u ­
f a c t u r e r s ,  T h a t  m e a n t  a l l  of the  E u r o p e a n  c o u n t r i e s ,  F r a n c e ,  
B e lg iu m , I ta ly ,  G e r m a n y  - th ey  a l l  h a d  g l a s s  m a n u f a c t u r e r s ,  
and  th e r e f o r e  i t  w a s  h igh ly  u n l ik e ly  th a t  a  g la s s  m e r c h a n t  cou ld  
s e l l  t h e r e  in c o m p e t i t io n  w ith  the  g la s s  m a n u f a c tu r e r s  of th o se  
c o u n t r ie s  in S ca n d in av ia  t h e r e  a r e  no  b ig  p r o c e s s i n g  c o m p a n ie s  
a s  the p o p u la t io n  is n o t  l a r g e  en o u g h  - so  they  t r a d i t i o n a l ly  
i m p o r t  f r o m  F r a n c e ,  B e l g iu m ,  and th e  UK, T he  c o m p an y  f in d s  
th a t  in S c a n d in av ia  th ey  c a n  c o m p e te  w ith  in  p a r t i c u l a r  the  
G e r m a n s  an d  B e lg ia n s .
M ain  c o m p e t i to r s
T h e i r  c o m p e t i to r s  in  th e  UK a r e  o th e r  g la s s  p r o c e s s o r s ,  l ike  
D r e s s  an d  C u t l e r ,  G l a s s  C o v e n t ry ,  A .G .  , B o w m a n  W e a th e r ,  "nam es  
th a t  p ro b a b ly  d o n ' t  m e a n  v e r y  m u c h  to the o u t s id e r .* T h e s e  a r e  
g la s s  p r o c e s s o r s ,  m e r c h a n t s ,  and  g laz in g  c o n t r a c t o r s .  By g la s s  
m e r c h a n t s  i s  m e a n t  th a t  they  buy  in  b u lk  f r o m  m a n u f a c t u r e r s ,  
p ro v id e  a s to ck in g  f a c i l i ty  and a  d e l iv e r y  f a c i l i ty  fo r  s m a l l  g la s s  
m e r c h a n t s .  In the  p r o c e s s i n g  c a te g o ry  th e y  m ake  m i r r o r s ,  p ro d u c e  
d e c o r a t e d  g la s s ,  and tou g h en  g l a s s ,  an d  a s  g la z in g  c o n t r a c t o r s  they  
w i l l  g la z e  any b u i ld in g s ,  su ch  a s  th e  C o m m e r c i a l  Union B u ild in g , 
the  P o s t  O ffice  T o w e r ,  the  V ic k e r s  Mi 11bank T o w e r ,  ev en  c o t ta g e s  
in the c o u n try .  It i s  p r in c ip a l ly  the  p r o c e s s in g  a c t iv i t i e s  th a t  can
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be e x p o r te d .  So they  m u s t  t h e r e f o r e  e i t h e r  look  a t  an  a r e a  w h e re  
t h e r e  is  no hom e b a s e d  p r o c e s s i n g  in d u s t ry ,  l ik e  S c a n d in a v ia ,  o r 
c o m p e te  w ith  the  F r e n c h ,  B e lg ia n  and G e r m a n  m i r r o r - m a k e r s ,  
c o m p e t in g  p u r e ly  on p r i c e  a s  t h e i r  m i r r o r s  a r e  th e  s a m e  a s  any  
body  e l s e ' s" T h ey  can  c l a i m  th a t  they  a re  b e t t e r  - b u t  a t  th e  end 
of the d a y  they  and th e i r  c o m p e t i to r s  a r e  a l l  p u t t in g  a c o a t  of s i lv e r
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on a p ie c e  of g l a s s .  J a m e s  C la r k  & E a to n  L im i te d  i s  the b ig g e s t  
g la s s  p r o c e s s  in d u s t ry  in the  UK,
T h e i r  m a in  c o m p e t i to r s  in  the  E E C  c o u n t r i e s  a r e ,  in  G e rm a n y ,  a 
co m p an y  c a l le d  F l a c h g l a s s ,  and  in B e lg iu m  c a l led  M ir  ox; th o se  
a r e  the  2 c o m p a n ie s  th a t  the  co m p an y  r u n s  in to  m o s t ly  in  the  
e x p o r t  m a r k e t .  T he  com pany  is  m uch  s m a l l e r  th an  th a t  in 
G e r m a n y ,  and  the B e lg ia n  co m p an y  i s  in  f a c t  ow ned by  the 
B e lg ia n  g l a s s  m a n u f a c t u r e r s .  T h e  f i r s t  t h r e e  c o m p a n ie s  in the 
E E C  a r e ,  the  B e lg ia n ,  fo llow ed  by the G e r m a n ,  an d  th en  the  UK.
R  & D
It i s  n o t  t e r r i b l y  s ig n i f ic a n t .  M i r r o r  m ak in g  i s  a v e r y  s im p le  
p r o c e s s ,  a  p iece  of g l a s s  i s  ta k e n  a n d  a c o a t  of s i lv e r  i s  d e p o s i t e d  
on i t .  A l l  m i r r o r  m a k e r s  a r e  u s in g  s i m i l a r  k inds  of e q u ip m e n t  - 
the  c o m p a n y 's  s i lv e r in g  c o n v e y o r  i s  in  f a c t  a B e lg ia n  p ie c e  of 
m a c h i n e r y ,  a n d  th e y  a r e  bu y in g  g la s s  f r o m  2 o r  3 E u r o p e a n  g la s s  
m a n u f a c tu r e r s  su ch  as Sangovin , a F r e n c h  co m p an y . T h e  
E u r o p e a n  m a n u f a c tu r e r  s buy  Ihe  s a m e  g l a s s ,  u s e  the s a m e  
m a c h in e r y ,  so t h e r e  i s  v e r y  l i t t l e  to  ch o o se  b e tw e e n  a ll  t h e i r  
m i r r o r s .  T he  p r o c e s s  c a n  be re f in d  b y  q u a l i ty  and c o n t ro l ,  and  
m a k in g  s u r e  b a d  g la s s  i s n ' t  l e t  out, b u t  r e a l l y  a m i r r o r  i s  j u s t  a s  
good a§ the  p ie c e  o f  g la s s  s t a r t e d  w i th ,  and  th e i r  sk i l l  p ro d u c t io n  
l i e s  a s  m u c h  a s  a n y th in g  in q u a l i ty  c o n t ro l .
T h e  th r e e  f a c t o r s  w h ich  g o v e rn  the  c o m p e t i t io n  cond ition  in the 
g la s s  p r o c e s s e s  a r e :  P r i c e ,  q u a l i ty ,  and  d e l iv e r y .  The q u a li ty  in  
the  g la s s  in d u s t r y  is  n e a r l y  a lw ay s  the  s a m e  - so i t  r e m a i n s  w ith  
the  p r i c e  and  d e l iv e r y  f a c t o r s  to co m p e te  o n .
E c o n o m ie s  of S ca le
R a n k l : lo n g e r  p ro d u c t io n  r u n s .
R a n k  2: a b i l i ty  to u se  l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t  
A s  the  c o m p a n y  esq jla ined  the p r i c e  f a c to r  p la y s  an  im p o r t a n t  r o le  
in fac ing  th e i r  c o m p e t i t o r s ,  so  the  c o s t  e l e m e n t  i s  im p o r ta n t  
r e g a r d i n g  the p ro d u c t io n  s id e .  T he  co m p an y  s ta te d  th a t  in 1974
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they  e x p e r ie n c e d  th e se  f o r m s  of e c o n o m ie s  of s c a l e  w h ich  h e lp e d  
th e m  m in im is e  th e i r  c o s t s ,  an d  so have  the  n e c e s s a r y  f le x ib i l i ty  
in  p r i c e s .
In 1976 - w h en  they  w e r e  a s s e s s e d  - th ey  e x p la in e d  th a t  th ey  
w e r e  now ru n n in g  th e m s e lv e s  a b s o lu te ly  f l a t  o u t  o v e r  an  e x te n d e d  
d ay .  T h e y  a r e  no t  ru n n in g  on a  n ig h t  s h i f t  a s  th e y  d o n ' t  have  the  
r o o m ,  b u t  th ey  a r e  do ing  an  e x te n d e d  day  sh if t ,  so  R a n k  one  th a t  
th ey  p u t  in 1974 d e f in i te ly  w o rk s  (L o n g e r  p ro d u c t io n  r u n s ) .  In s te a d  
of e x p o r t in g  th e  g l a s s  to the  E E C  c o u n t r i e s  they  a r e  e x p o r t in g  to 
S c a n d in a v ia  - b u t  n e v e r t h e l e s s  the  co m p an y  s t i l l  h o ld s  th a t  lo n g e r  
p ro d u c t io n  r u n s  a r e  s ig n if ic a n t .  R e g a r d in g  R a n k  2: a b i l i ty  to  u s e  
l a r g e r  p la n t  a t  lo w e r  c a p i t a l  c o s t ,  the  co m p an y  e x p la in e d  th a t  
t h i s  w a s  a s l ig h t ly  a m b ig u o u s  s t a t e m e n t .  T h ey  a re  u s in g  s l ig h t ly  
l a r g e r  p la n t ,  and  they  s u p p o se  th a t  by u s in g  l a r g e r  p la n t  th ey  
p ro d u c e  m o re ,  and  c o s t  d o e s  co m e  dow n .
S ince  1974 the  only  o th e r  f o r m  o f  e c o n o m ie s  of s c a le  w h ich  the 
co m p an y  o b ta in ed  is  the  a d v a n ta g e s  of b u lk  b u y in g .  A s  they  h av e  
got b ig g e r  o v e r  the  y e a r s ,  so t h e i r  d e a l s  a r e  b ig g e r  and  th e y  c an  
y ie ld  m uch  m o r e  p r e s s u r e  on s u p p l i e r s .  T h e i r  u p w a rd  g r a p h  in  
s a l e s  is  f a i r ly  c o n s ta n t ,  e v e r y  y e a r  th ey  get l a r g e r .
E f f ic ie n c y
R a n k  1: An o p p o rtu n i ty  to sm o o th  ou t so m e  of the  s e a s o n a l  p e ak s  
e x p e r i e n c e d  in  the  UK
T h a t  h a s  d e f in i te ly  h a p p e n e d .  T h e y  su f fe r  f r o m  p e a k s  and  t r o u g h s  
in  the UK in  d e m an d ,  th ey  a r e  a b le  to sm o o th  th e m  out by  
e x p o r t in g  m o r e  g la s s  w hen  th e  h o m e  m a r k e t  is  q u ie t .  S ince  
1974  they  have  e x p e r ie n c e d  a b i t  of a  r e c e s s i o n  so  e x p o r t in g  
h a s  h e lp e d  th e m , b u t  a g a in  i t  i s  not to the  E E C  b u t  th e  old 
S c a n d in a v ia n  b lo c k .
R an k 2 : T he  b e s t  u s e  of the f a c t o r s  of p ro d u c t io n
P r o b a b ly  - a lthough  the s i lv e r in g  m a c h in e  is  n o t  o n  a n ig h t  sh if t ,
th ey  h av e  ru n  a  lo t  o f o th e r  m a c h in e s  on a  n ig h t  s h i f t .  B y  g e tt in g
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b u s i e r ,  and  e x p o r t in g  m o r e ,  .they have  h a d  b e t t e r  u t i l i s a t io n  o f  
t h e i r  m a c h in e s .  T h a t  p r o b a b ly  h a s  b e en  the  m o s t  s ig n if ic a n t ,  as  
if  th ey  can  r u n  an  e x p e n s iv e  m a c h in e  day  and n ig h t  th ey  a r e  going 
to get a b e t t e r  r e t u r n .
R e g a r d in g  th e  m a te r i a l ,  th ey  d o n ' t  th ink  th a t  th ey  have m a d e  b e t t e r  
u s e  of th e i r  m a t e r i a l s .
R e g a r d in g  la b o u r ,  th e y  h a v e ' t  h a d  any  b e t t e r  p e o p le  b e c a u s e  o f  
the  i n c r e a s e  in th e  m a r k e t .  D o es  the  e x te n d e d  m a r k e t  o ffe r  m o r e ?  
No they h av e  a lw ay s  b e e n  ab le  to r e c r u i t  the  p e o p le  th ey  w a n te d .
T h e  im p r o v e d  le v e l  of ou tp u t p e r  m a n  is  i n c r e a s i n g ,  a t t r ib u te d  
p r o b a b ly  to b e t t e r  la y o u t ,  and  im p r o v e d  s y s t e m s  g e n e r a l ly ;  
b e t t e r  m a c h in e r y  and b e t t e r  o r g a n is a t i o n ,  h o p e fu lly  t h i s  i s  a 
co n tin u in g  ; p ro b e s  s .  W o rk  flow s a re  im p r o v e d ,  and  m a y b e  the  
s p e e d  a t  w h ich  the  m a c h in e  r u n s  .
T h e  e f fe c t  of B r i t a i n ' s  e n t r y  on the  t r a d e  o f the co m p an y  
In 1974 the  com pany  e x p e c te d  th a t ,  a s  th e ir ,  p ro d u c ts  c a r r i e d  a 
f u l l  i m p o r t  duty, I the  i n c r e a s e  o f  s a l e s  w o u ld  b e  I f ro m  5-10%  in 
v o lu m e .  B u t  th ey  h av e  n o t  e x p e r ie n c e d  th i s ,  b e c a u s e  of the s t r a i n  
on the  c a p a c i ty  in u s e .  The o r g a n i s a t i o n a l  s t r u c t u r e  d o e s  n o t  
p r e v e n t  the  f i r m  f r o m  p e n e t r a t i n g  the  m a r k e t  an d  they  h av e  th e  
c a p a b i l i ty ,  w ith in  the  o r g a n i s a t i o n a l  s t r u c t u r e ,  to i n c r e a s e  s a l e s .  
T h i s  e x p e c ta t io n  w a s  b a s e d  on the  c a p i ta l  in v e s tm e n t  w h ich  they  
w e r e  p lann ing  to do. T h e y  h ad  a t  th a t  t i m e  (1974) p ro b a b ly  p lan n ed  
to expand  w h a t  f a i r l y  s m a l l  b u s in e s  s th ey  w e r e  do ing . T h ey  w e r e  
e x p o r t in g  to F r a n c e  s l ig h tly ,  . and  they  knew  a t  th a t  t im e  they  
co u ld  be  c o m p e t i t iv e  ; th ey  t h e r e f o r e  a s s u m e d  th a t  if  the  d u t ie s  
w e r e  r e d u c e d ,  they  cou ld  ge t m o r e  b u s i n e s s ,  s im p ly  a m a t t e r  of 
su p p ly  and  d e m a n d .  T hey w e r e  b u sy  s u p p ly in g  the Scan  din aviali 
c o u n t r i e s  so they  cou ld  no t  su p p ly  the  E E C  c o u n t r i e s .  T h ey  h a d  
n e g o t ia te d  to  buy a p la n t  in  F r a n c e ,  b u t  i t  h a s  n o t  tu rn e d  ou t a s  
th e y  e x p e c te d .  T h e i r  e x p e c ta t io n  in  s a le s  w a s  b a s e d  on i n c r e a s i n g
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the  c a p i t a l  in v e s te d  a s  i t  has  n o t  h a p p en e d ,  the  i n c r e a s e  in  s a le s  
h a s  n o t  m a t e r i a l i s e d .
O th e r  b a r r i e r s  to  e n t r y  in the  c a s e  of the co m p an y  
N o ,  t h e r e  w e re  none ; th ey  th in k  th a t  th o se  p r o d u c t s  w h ich  they  
e x p o r t  to  o th e r  p a r t s  of the  w o r ld ,  th ey  w ou ld  b e  ab le  to e x p o r t  to  
the  E E C  c o u n t r i e s ,  b e c a u s e  t h e i r  q u a l i ty  and  s e r v i c e  i s  good, a n d  
th e i r  p r i c e s  c o m p e t i t iv e .
H ow  f a r  did the  f lo a t in g  r a t e  of the  pound h e lp  the  c o m p a n y 's  t r a d e ?  
In 1974 the  com pany  s ta t e d ,  i n  the  p r e l i m i n a r y  q u e s t i o n n a i r e ,  th a t  
the  f lo a t in g  of the pound h e lp e d  t h e i r  t r a d e  s ig n if ic a n t ly .
In 1976 t h e i r  c o m m e n t  w a s  th a t  e v e n  in  th o se  d a y s ,  1974, the  
pound  w a s  h ig h e r  th an  i t  i s .  I t  w a s  fa l l in g ,  and  so e v e r y  t im e  i t  f e l l  
th ey  w e r e  m o r e  c o m p e t i t iv e  b u t  in th o se  d a y s  they  h a d  n o  id e a  th a t  
i t  w o u ld  go as low a s  i t  h a s .  B u t t h e r e  is  a n  e le m e n t  w hich  m ig h t  
c o m p e n s a te  fo r  the  f a l l  in  the pound, i . e .  th e  r i s e  in  the c o s t  of 
the  im p o r t e d  m a t e r i a l s  due to  th e  d e v a lu a t io n  o f  the  pound . T h is  
c o m e s  to  20% of the  to ta l  c o s t  of the  m a t e r i a l  in  the  c o m p a n y 's  
c a s e ,  b u t  the  p r i c e s  of m a t e r i a l s  have  s ta y e d  s ta b le ,  b e c a u s e  th e y  
buy  g la s s  f r o m  c o n t in e n ta l  m a n u f a c t u r e r s . " T h e r e  is  a v e r y  
s ig n i f ic a n t  f l a t  g l a s s  m a n u f a c tu r e r  in th is  c o u n try ,  the  f o r e i g n e r s  
know th a t  if  they  a r e  going to s e l l  the  c o m p an y  g la s s  i t  h a s  got to 
be  a t  the s a m e  p r i c e  a t  w h ich  P i lk in g to n 's  s e l l ,  an d  the  f a c t  th a t  
the  pound h a s  gone  down in  p r i c e  m e r e l y  m e an s  th a t  the  
f o r e i g n e r s  m a k e  l e s s  m o n ey  ou t of se ll in g  g la s s  to  th e  company*!
T h e  S ta te  of th e  B r i t i s h  E c o n o m y  and i t s  E f f e c t s  on  the  P e r f o r m a n c e  
of the C om p an y
T h e  in f l a t io n a r y  w a g e  c la i m s  and the  in f la t io n  r a t e  in the  UK h av e  
a f fe c ted ,  s ig n if ic a n t ly ,  the  p e r f o r m a n c e  of the  co m pany . H o w ev e r ,  
the  co m p an y  w a s  ab le  to be c o m p e t i t iv e ,  b e c a u s e  the  o v e r a l l  
b a la n c e  of the  d e v a lu a tio n  of the  pound a g a in s t  the  w age  and m a t e r i a l  
p r i c e  i n c r e a s e s  w e r e  in  fa v o u r  of the  co m p an y .
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C o m p e t i t io n  in  the  U K  f r o m  F i r m s  in the  E E C  C o u n t r ie s  
In 1974 the  com pany  e x p e c te d  i n c r e a s e d  c o m p e t i t io n  in  the  UK f r o m  
f i r m s  in  the E E C  c o u n t r i e s  a f te r  th e  U K ’s a d h e r e n c e  to  the 
c o m m u n i ty ,  and  a f t e r  the  t a r i f f  r e d u c t io n s .
B y 1976 th e i r  e x p e c ta t io n s  h a d  m a t e r i a l i s e d ,  a n d  they  e x p e r i e n c e d  
a  s h i f t  in  fa v o u r  of the  c o m p e t i t o r s .  R e g a rd in g  the  s h a r e  o f  th e  
c o m p e t i to r s  in  the UK m a r k e t ,  the  com pany  cou ld  no t qu an tify  i t  
b e c a u s e  of the  la c k  of s t a t i s t i c s .
T h e  c o m p an y  t r i e d  to e s t a b l i s h  w h a t  s h a r e  of the  m a r k e t  o th e r  
c o m p a n ie s  h a v e ;  th ey  h av e  h a d  c o n s u l t a n t s  who to ld  th e m  th a t  th is  
w a s  e a s y ,  b u t  when th e y  t r i e d  th ey  have found  th i s  n o t  to  be  t r u e .
T h e y  do know of a r e a s  w h e r e  the B e lg ia n  g la s s  p r o c e s s o r s ,  in 
p a r t i c u l a r ,  have m a d e  v e r y  s ig n i f ic a n t  in r o a d s  on som e E n g l i s h  
f i r m s  a n d  have  qu o ted  e x t r e m e l y  lo w  p r i c e s  on the  C on tinen t,  
an d  a c u t - p r i c e  w a r  h a s  s t a r t e d .  T h e r e  h a s  b e en  i n c r e a s e d  
c o m p e t i t io n ,  b u t  i t  i s  n o t  v e r y  s ig n i f ic a n t ,  a n d  no t y e t  a l a r m i n g .
T h e y  w ould  c o n s id e r  the  c o m p e t i t io n  due m o re  to c u tt in g  p r i c e s  
th an  to  the  E E C  e n t r y .  In ev itab ly ,  b e in g  in  the  E E C  h a s  h a d  an 
e f fe c t  on c o m p e t i t o r s '  th in k in g .  The e x e c u t iv e  I in te r v ie w e d  h a s  
" s a t  down a n d  ta lk e d  to  c o m p e t i t o r s ,  and  th ey  h a v e  s a id  th ey  r e g a r d  
E n g la n d  as  ju s t  a n o th e r  m a r k e t ,  now  w e a r e  a l l  in  the  E E C . "
T h e r e  h a s  b e e n  a s l ig h t  sh if t  in favour  of th e i r  c o m p e t i t o r s ;  the  
m e r e  f a c t  th a t  they  have  ta k e n  b u s i n e s s  i l l u s t r a t e s  th is  to  a  c e r t a i n  
e x te n t .  A lthough  the  c o m p a n y 's  s h a r e  in the  m a r k e t  h a s  b e e n  
i n c r e a s e d ,  the c o m p e t i to r s  s u c c e e d e d  in  g a in ing  a foo tho ld  in  the 
UK m a r k e t .  T h is  h a s  b e c o m e  known to  th e  co m p an y  f r o m  i t s  own 
in v e s t ig a t io n s ,  and  n o t  f r o m  p u b l i s h e d  s t a t i s t i c s .
T h e  M a rk e t in g  and  the  S a le s  F u n c t io n s
T h e y  did u n t i l  r e c e n t ly  have  a  M a r k e t in g  D i r e c to r ,  who le f t  t h e m ,  and  
th ey  a r e  in the p r o c e s s  of r e c r u i t i n g  a n o th e r  one* r ig h t  now." T h ey  
o p e r a te  a s  five  D iv is io n s ,  e a c h  w ith  i t s  own B o a r d  of M a n a g e m e n t ;  
e a c h  D iv is io n  h a s  a M an ag in g  D i r e c t o r ,  a n d  e i th e r  a S a les  M a n a g e r
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or S a le s  D i r e c t o r .  A t B r a c k n e l l  the  co m p an y  h a s  v a r i o u s  G ro u p  
fu n c t io n s ;  t h e r e  i s  a  G ro u p  M a r k e t in g  D i r e c to r  w h o se  jo b  i s  to 
a d v ise  th e  D iv is io n s ,  a n d  g e n e r a l ly  fu l f i l  a  m a r k e t in g  fu n c t io n .
T h e  M a rk e t in g  D i r e c t o r  r e p o r t s  to  the D ep u ty  M anag ing  D i r e c t o r  
w ho  o v e r s e e s  the  m a r k e t in g  s id e ,  an d  p e r f o r m s  the  fu n c t io n s  of 
the  M a rk e t in g  D i r e c to r  w hen  the c o m p a n y  is  w ith o u t  o n e .  So the  
s t r u c t u r e  of th e  o r g a n i s a t io n  h a s  th e  r e s p o n s i b i l i t i e s  of the 
m a r k e t in g  fu n c tio n ,  even  i f  i t  i s  n o t  in  o p e r a t io n  now .
How the  C om pany  M e e ts  the  New C o m p e t i t io n  in  th e  UK M a r k e t  
f r o m  F i r m s  in  the  E E C  C o u n t r ie s
In 1974 the  com pany  e x p la in e d  in  t h e i r  e l e m e n ta r y  q u e s t i o n n a i r e  
th a t  th e y  a r e  m e e t in g  th e i r  new  c o m p e t i t io n  by im p r o v e d  p ro d u c t io n  
m e th o d s .
In 1976 th e y  e x p lo re d  th a t  p o in t b y  s ta t in g  th a t  th e y  a r e  a lw ay s  
t ry in g  to  im p r o v e  th e i r  p ro d u c t io n  m e th o d s .  As a  co m p an y  th ey  
a r e  a lw ay s  look ing  fo r  b e t t e r  m e a n s  of do ing  th in g s ,  w hich  m a y  
m e a n  buy ing  m a c h i n e r y ,  m a k in g  e x i s t in g  m a c h i n e r y  r u n  f a s t e r ,  
o r  b e t t e r  la y o u t  in the  f a c to r y ,  e tc .
W ith  the  o th e r  two o r th o d o x  m e th o d s  o f  m e e t in g  th e  c o m p e t i t io n ,  
i . e .  im p r o v e d  p ro d u c ts  a n d  cu tt in g  p r i c e s ,  the  co m p an y  e x p la in e d  
th a t  they  can n o t  do  a n y th in g  ab o u t the  f i r s t  b e c a u s e  the 
m e th o d o lo g y  an d  te c h n o lo g y  a r e  the s a m e  a l l  o v e r  the  in d u s t r y ,  
bu t th ey  a re  c u tt in g  p r i c e s  in  so m e  c a s e s .
O th e r  w ay s  by  w h ich  the  c o m p a n y  m e e t s  new  c o m p e t i t io n  a r e ;  
to c o n s id e r  mew w ay s  of d e l iv e r in g  g l a s s ,  th ey  now  p u t i t  on p a l l e t s ;  
and o th e r  m e a n s .  T h ey  have  l o r r i e s  w ith  c r a n e s  s o  they  c a n  
u n lo ad  p a l l e t s  at c u s t o m e r s ’ p r e m i s e s  by  c r a n e ,  in s t e a d  of by  h a n d .  
T h is  i s  how th ey  h a v e  u p d a ted  th e i r  d e l iv e r y  f l e e t .
M ethods  of M a rk e t in g  and  D is t r ib u t io n
In 1974 the  com pany  had  no in te n t io n  o f  c h a n g in g  i t s  m e th o d s  of 
m a r k e t in g  and d i s t r ib u t io n .
In 1976 they  p o in te d  out th a t  h o p e fu lly  th e i r  m a r k e t in g  m e th o d s  a r e
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a d e q u a te ,  and  th a t  th ey  know they  can  u se  th e  s a m e  m e th o d s  o f  
d i s t r ib u t io n  in  the ex ten d e d  m a r k e t s  a s  th e y  u se  in  th e  UK. T h ey  
d e l iv e r  g la s s  by  t h e i r  own t r a n s p o r t  in  N o rw a y ,  u s in g  r o l l - o n  
r o l l - o f f  f e r r i e s ,  an d  an a r t i c u l a t e d  l o r r y ,  and  h a v e  done th is  on 
the  c o n t in e n t .  T h e i r  m e th o d  of m a r k e t in g  is  e f f ic ie n t  en o u g h  to 
m e e t  the c o n t in e n ta l  r e q u i r e m e n t s ,  a n d  th e i r  d i s t r i b u t io n  i s  good .
Who H a n d le s  th e  S a l e s ?
In tiie UK th ey  have  t h e i r  own r e p r e s e n t a t i v e s .  In the  e x p o r t  m a r k e t  
they  u s e  a g e n ts ,  an d  a l s o  a n  E x p o r t  S a le s  M a n a g e r  who goes a b r o a d  
qu ite  a  lo t  f o r  p ro m o t io n ,  bu t s a l e s  ten d  to  b e  done by  a g e n ts ,  who 
a r e  c o m p le te ly  in d e p e n d e n t .
A b i l i ty  to  S e ll  the s a m e  k ind  o f P r o d u c t  in  the  E x te n d e d  M a r k e t  
In 1974 the  com pany  p o in te d  ou t th a t  they  a r e  ab le  to s e l l  th e  s a m e  
k ind  of p r o d u c t s  i n  the  e x te n d e d  m a r k e t .
In 1976, w hen  a sk e d  i f  th ey  c o n s id e r e d  ap p ly in g  a m in o r  c h an g e  to  
t h e i r  p r o d u c ts ,  o r  in t r o d u c in g  a new  p r o d u c t  to  m e e t  the  r e q u i r e ­
m e n ts  of the  new  m a r k e t ,  th ey  e x p la in e d  th a t  w ith  r e g a r d  to  f r a m e d  
m i T r o r s i h e r e  m ig h t  be  a d i f f e r e n c e  of t a s t e ,  b u t  the  p r o d u c t  i s  
s t i l l  a  f r a m e d  m i r r o r ,  and in  th a t  s e n s e  w i l l  be  u n c h a n g e d .  T h e  
s ty le  m a y  c h an g e , b u t  s ty le  c h an g e s  in  E n g la n d  a l s o  f r o m  
y e a r  to  y e a r ,  and  the  c o m p a n y  a p p l ie s  a  m in o r  ch an g e  to  i t s  
p r o d u c t s .
In v e s tm e n t  in the  N ew  M a r k e t
In 1974 the  com pany  in d ic a te d  th a t  i t  h a d  no in ten tio n  of 
in v e s t in g  d i r e c t l y ,  b y  lo c a t in g  a  new p la n t ,  o r  by  a  jo in t  v e n tu r e ,  
in  any of the  E E C  c o u n t r i e s .
In 1976 the  only  change  w h ich  h a d  ta k e n  p l a c e  w e r e  n e g o t ia t io n s ,  
in  w hich th ey  a r e  c u r r e n t ly  in v o lv ed , to  b u y  a F r e n c h  v e n tu r e .
T h e  A tt i tu d e  of Ithe C o m p an y  on B r i t a i n ' s  E n t r y  in to  the E E C  
I q uo te  the  e x a c t  w o r d s  of the e x e c u t iv e  w h o m  I i n t e r v i e w e d : -
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" I  s t a r t e d  off b e in g  t r e m e n d o u s ly  in  fa v o u r  of th e  C o m m o n  M ark e t ;  
i t  s e e m e d  e c o n o m ic a l ly  s e n s ib le  - e v e r y th in g  one r e a d  te n d e d  to 
p o in t  to w a rd s  th a t ,  I n ow  f in d  m y s e l f  i n  a  s ta te  of co m p le te  
b e w i ld e r m e n t ,  n o t  r e a l l y  know ing  w h e th e r  E n g la n d  is  a n y  
b e t t e r  o ff  o r  n o t ,  b e c a u s e  e v e ry th in g  one r e a d s  c o n f l ic ts  w ith  
w h a t  one r e a d  b e f o r e .  T h e r e  is  n o t  any  one p e r s o n  who can  
s ta t e  a u th o ra ta t iv e ly  w h a t  has  h a p p e n e d .  Y ou g e t  so m eb o d y  
s ta n d in g  up and  say in g  one th ing , the  n e x t  day  i t  i s  to ta l ly  
c o n t r a d i c t e d  by  s o m e o n e  e l s e .  I t  d o es  n o t  s e e m  p o s s ib le  to 
q u an tify  j u s t  w h a t  h a s  h a p p e n e d  to  the  UK by jo in in g  the  
C o m m o n  M a r k e t .  F o r  e v e r y  good  th ing  th a t  i t  p u t  fo rw a rd ,  
so m e o n e  w ho i s  o p p o sed  to  th e  M a r k e t  w i l l  p u t  fo r w a rd  so m e th in g  
e q u a l ly  b a d ,  an d  fo r  e v e r y  s e t  of s t a t i s t i c s  th a t  one  p o l i t i c ia n  
p r o d u c e s ,  o th e r s  w i l l  sh o o t  th e m  dow n. I h av e  n e v e r  s e e n  any  
s e t  of s t a t i s t i c s  w h ich  w ou ld  en ab le  anybody  to ta k e  a b a la n c e d  
ju d g e m e n t  of w h e th e r  o r  n o t  w e h av e  p r o f i t e d  by  b e in g  in the  
C o m m o n  M a r k e t .  I have  s e e n  no su ch  se t  of f i g u r e s .
W e a r e  c o n v e r t in g  th in g s ,  and  the  p r o b le m  is  th a t  i t  so u n d s  a s  
if  I a m  d e c r y in g  w h a t  w e  do, bu t one h a s  got to  fa c e  up to  the  f a c t  
th a t  t h e r e  a r e  peop le  in  F r a n c e ,  a n d  B e lg iu m ,  and G e r m a n y ,  
c o n v e r t in g  in  e x a c t ly  th e  s a m e  w ay  a:s we a r e .
We a r e  fu lf i l l in g  a  n e e d  in  o u r  c o u n t r y  w h ich  i s  fu l f i l le d  v e r y  
ab ly  i n  t h e i r  c o u n t ry ,  w h ich  b r in g s  one b a c k  to say in g  th a t  we can  
c o m p e te  on p r i c e ,  an d  in  the  S c an d in av ian  c o u n t r i e s  w h e r e  th e r e  
is  no p ro d u c t io n  in  the  c o u n t r y  - n o t  on the  s c a le  th a t  t h e r e  i s  in 
the  UK - a n d  s o  th a t  i s  w h e r e  we have  the a d v a n ta g e ,  p lu s  the  
f a c t  th a t  in  S can d in av ia  th ey  s t i l l  w an t to d ea l  w i th  E n g lan d .  It 
is  v e r y  c o m fo r t in g .  "
T h e  D is a d v a n ta g e s  o f  B r i t a i n ' s  E n t r y  in to  the  E E C  in  the C a s e  of 
the  C o m p a n y ,  if t h e r e  a r e  any
R e g a r d in g  the  n a t io n a l  a t t i tu d e s  (by F r a n c e ,  G e rm a n y ,  e t c . )  the  
co m p an y  e x p e r ie n c e d  th a t  o b s ta c le ,  i t  i s  a C o m m o n  M a r k e t  w ith  
a lo t  of u n c o m m o n  e l e m e n t s .
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T h e  A d v a n ta g e s  o f  B r i t a i n ’s E n t r y  in to  th e  E E C  in  the  C a s e  of 
the  C o m p a n y
I q u o te : -
’’T h e r e  m u s t  b e  a d v a n ta g e s ,  b u t  w e h a v e  no t ta k e n  a d v a n ta g e  of 
th e m ,  b e c a u s e  we a r e  fu l ly  c o m m i t t e d  a t  th e  m o m e n t  to  o th e r  
c o u n t r i e s ,  a n d  th e r e  a r e  h i s t o r i c  r e a s o n s  w hy w e a r e  e x p o r t in g  
to  those  o th e r  c o u n tr ie s*  I f  w e  w e r e  n o t ,  w e p ro b a b ly  w ould  
have  t r i e d  a l o t  h a r d e r  to s e l l  in  th e  E E C ,  s o  on  th e  b a s i s  th a t  
we a r e  n o t  a c t iv e ly  s e l l in g  in  th e  E E C ,  y o u  cou ld  say  th a t  th e r e  
i s  no advan tage  to  us# B u t  h a d  w e  n o t  b e e n  e x p o r t in g  to S c a n d in a v ia ,  
and  to  a  c e r t a in  e x te n t  to  the  M iddle  E a s t ,  th e n  w e w ou ld  p r o b a b ly  
be  t ry in g  a lo t h a r d e r  in  th e  E E C ,  a n d  th e n  I co u ld  give y o u  a 
to ta l ly  d i f f e r e n t  a n s w e r # ’’
T h e  P e r f o r m a n c e  of the  C o m p a n y  in  th e  E E C  M a r k e t s ,  in  
T h e o r e t i c a l  T e r m s ,  i f  i t  C o u ld  A v o id  th e  C o n s t r a i n t  in  B e in g  A b le  
to  E x p a n d  i t s  T r a d e  to  the E E C  M a r k e t  (T he  V a l id i ty  of 
In v e s tm e n t  to  R a i s e  the  C a p a c i ty  )
W hen the  co m p an y  w a s  a sk e d  i f  th e y  h a d  th e  m e a n s  to  r a i s e  th e  
c ap a c i ty ,  an d  w h a t  w o u ld  b e  th e  s i tu a t io n  in  expanding  th e i r  t r a d e  
to  tiie E E C  m a r k e t s ,  th e y  a n s w e r e d  th a t  th e y  w o u ld  look  to  s ee  w h e r e  
th ey  cou ld  ge t the b e s t  p r i c e  fo r  t h e i r  p r o d u c t s ,  a n d  th ey  th o u g h t  
th ey  co u ld  p ro b a b ly  s e l l  m o r e  p r o d u c t s  a t  a  b e t t e r  p r i c e  th a n  th e y  
w ould  be  ab le  to  i n  the  E E C  c o u n t r i e s .  T h e y  dou b ted  if 
anybody fo r e s a w  th e  s i tu a t io n  in  1974 th a t ,  a t  th e  m o m e n t ,  
th ey  te n d  to  look  m u c h  m o r e  a t  the  hfiddle  E a s t ,  a s  t h e r e  th e y  
can  s e l l  a  b r o a d e r  r a n g e  o f  p r o d u c t s  th a n  th e y  can  a n y w h e re  
e l s e .  T h e  c o m p e t i t io n  i s  t h e r e ,  bu t th e y  c a n  o ffe r  a  c o m p le te  
ra n g e  of p r o d u c t s ,  a  d i f f e r e n t  s i tu a t io n  to  s e l l in g  in  E u r o p e .  In  
E u r o p e  th ey  c an  only  p ic k  b i ts  of t h e i r  p ro d u c t io n  to s e l l ;  an d  
one o r  tw o of t h e i r  c o m p e t i to r s  a r e  b e g in n in g  t o  do the  s a m e ,  
bu t th ey  do not th in k  th ey  a r e  doing  i t  v e r y  w e l l .
It  i s  n o t  the c a p a c i ty  in  u se  w h ic h  is  the  only  c o n s t r a in t  in the  
c a s e  of the  com pany , b u t  the  r e q u i r e m e n t s  of the  m a r k e t  a s  w e l l .
So the  co m p an y  p o in t of v iew  is  th a t  i n c r e a s e d  c o m p e t i t io n  in
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the  UK f r o m  f i r m s  in  th e  E E C  c o u n t r i e s  i s  the  m a jo r  d is a d v a n ta g e  
th e y  e x p e r ie n c e d #
T h e  f u tu r e ,  the  co m p an y ,  and th e  E E C
T h e i r  e x p o r t  s t r a t e g y  i s  to s e l l  th e  b r o a d e s t  p o s s ib le  m ix  of p r o d u c t s ,  
a t  tile b e s t  p o s s ib le  p r i c e .  I t  is  t h e i r  u n d e r s t a n d in g  th a t ,  a t  th e  
m o m e n t ,  t h e r e  a r e  m o r e  e x p o r t  o p p o r tu n i t i e s  in  th e  M idd le  E a s t ,  
th a n  i n  th e  E E C  c o u n t r i e s .  If th ey  h a v e  th e  c a p a c i ty ,  th e  in v e s t m e n t ,  
and  th e  c a p a b i l i ty ,  th ey  a r e  g o ing  to  o th e r  m a r k e t s  th an  the  E E C .
T h e  e f f e c t  of th e  p e r f o r m a n c e  of th e  B r i t i s h  E c o n o m y  on th e  
p e r f o r m a n c e  o f  the  c o m p a n y .
T h e y  th in k  th â t  w h a t  i s  a f fec t in g  th e m  a t  th e  m o m e n t  is  th e  b ig g e s t  
r e c e s s i o n  in  th e  c o n s t r u c t io n  in d u s t r y  f o r  th e  l a s t  30 y e a r s ,  w h ich  
on c e r t a i n  a s p e c t s  of b u s in e s s  i s  d i s a s t r o u s ;  i t  i s  no t an  a s p e c t  
w h ic h  th e y  c an  r e p l a c e  w ith  e3q>orts. T h e r e  a r e n ' t  the  h o u s e s  
b e in g  b u i l t ,  a n d  p eo p le  dont w a n t  to  b u y  g l a s s ,  and d o n ' t  w a n t  
w in d o w s g la z e d ;  th e y  a r e n ' t  s e l l in g  g la s s  to  o th e r  s m a l l  g l a s s  
m e r c h a n t s  a n d  g la z e r s #  T h e  o th e r  E E C  c o u n t r i e s  have  t h e i r  
ow n g l a s s  s u p p l ie s ,  w ith  e x a c t ly  the  s a m e  p ro b le m #  T h e  co m p an y  
can  s a y  th a t  th e  r e c e s s i o n  a f fe c te d  the m a in  d e a l e r s ,  o r  m a in  
a r e a  of m a r k e t in g  w h ich  i s  in  c o n s t r u c t io n ,  and th e n  a f fe c te d  th e m ,  
an d  th e y  c a n ' t  r e p la c e  w h a t  they  lo s e ,  in  the  UK, b y  m a r k e t in g  
to  the E E C ,  a s  th ey  a l s o  h av e  a r e c e s s i o n .
T h e  n e e d  to  a d a p t  s t a n d a r d s  o r  m o d if ic a t io n s  to  m e e t  the  
r e q u i r e m e n t s  of the  m a r k e t ,  or to m e e t  any  l e g i s la t i o n  f r o m  
the  d i r e c t i v e  c o n c e r n e d .
If th e  o p p o r tu n i ty  i s  tb e r e ,  in  the  C o m m o n  M a r k e t ,  w ou ld  the  
co m p an y  b e  o b lig ed  to  m o d ify  i t s  p r o d u c t s  to  m e e t  the  r e q u i r e m e n t s  
of the m a r k e t ,  o r  to m e e t  any le g i s l a t i o n  f r o m  the d i r e c t iv e  
c o n c e r n e d  i n  the  E E C  c o m m is s io n ?
T h e  c o m p a n y  c o m m e n te d  th a t  th e y  a r e  c u r r e n t l y  v e r y  m u c h  
in v o lv e d  in  the ISO s t a n d a r d s ,  an d  t h e r e  a r e  w o rk in g  p a r t i e s  now 
lo o k ing  a t  the  E E C  an d  I n te r n a t io n a l  s t a n d a r d s .  T h ey  d o n 't  th ink
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th a t  th ey  a r e  go ing  to  h a v e  v e r y  s ig n if ic a n t  im p a c t s  on  th e m ,  
bu t i f  the  s a f e ty  l e g i s la t i o n ,  w h ich  h a s  b e e n  d i s c u s s e d  in  th e  E E C ,  
c o m e s  to  th is  c o u n try ,  it  w i l l  be v e r y  m u ch  m o re  s t r in g e n t  th an  
th o se  they  a r e  look ing  a t .
O th e r  o b s ta c le s  to  e n t r y  in  th e  c a s e  of the  c o m p a n y  
A p a r t  f r o m  the o r th o d o x  b a r r i e r  to  e n t r y  ( the  t h e o r e t i c a l  o n es) ,  
the  c o m p a n y 's  op in ion  w a s  th a t  t h e r e  w a s  no  o b s t a c l e ,  o r  b a r r i e r ,  
in  its  c a s e ,  o th e r  th a n  c a p a c i ty ,  I  quote  : -
" I  am  qu ite  s u r e  th a t  h a d  w e got the  c a p a c i ty ,  an d  h ad  w e  n o t  go t 
an  o p p o r tu n i ty  to  e x p o r t  e l s e w h e r e ,  we c o u ld  e x p o r t  to  the  
E u r o p e a n  c o u n t r i e s ,  a n d  the  E E C ,  W ell, t h e r e  w i l l  b e  ’ a  b a r r i e r  
a lw a y s  in  th a t  peop le  w o u ld  r a t h e r  buy goods  p ro d u c e d  in  t h e i r  
own c o u n t r y , " T h ey  a d d e d : -
"T h e  n a t io n a l i s t i c  f e e l in g .  B a s i c a l l y  w e c a n  s e l l .  T h e re  i s  no  
doubt abou t i t .  If we can  s e l l  in th e  M id d le  E a s t ,  ^ d  w e c a n  s e l l  
in  S can d in av ia ,  I am  v e r y  s u re  th a t  we c a n  s e l l  in  F r a n c e , "
T h e  p r e p a r a t i o n s  the  co m p an y  took  to  m e e t  th e  e x te n d e d  m a r k e t  in  
the  know ledge  th a t  the  UK w i l l  jo in  the c o m m u n i ty .
I q u o te : -
"O u r  s t r a te g y ,  i s  to  s e l l  the  b r o a d e s t  r a n g e  of p ro d u c ts  we can , 
a t  the b e s t  p r i c e  i r r e s p e c t i v e  of B r i t a i n ' s  e n t r y  in to  the  C o m m o n  
M a r k e t ,  We w i l l  s e l l  a n y w h e re  i f  o u r  p r o d u c t s  a r e  a c c e p te d ,  and  
if  the  c a p a c i ty  p e r m i t s .  So B r i t a i n ' s  e n t r y  in to  the  E E C  w a s  a 
n o n -e v e n t  r e g a r d in g  our e x p o r t  s t r a t e g y .  "
T h e  b e n e f i t s  th e  c o m p an y  o b ta in e d  f r o m  t r a d e  a g r e e m e n t s  b e tw e e n  
the  E E C  and i t s  a s s o c i a t e s ,  an d  w ith  the  o th e r  c o u n t r ie s  in  the  
r e s t  of the  w o r l d .
T h e  C o m p an y  h a s n ' t  b e n e f i te d  ou t o f  th e s e  a g r e e m e n t s  b e c a u s e  th ey  
h a v e n ' t  t r i e d  to do s o .
A g e n e r a l  v iew  of the  c o m p a n y  on B r i t a i n ' s  e n t r y  in to  th e  E E C  
r e g a r d i n g  th e i r  p e r f o r m a n c e ,
I quo te : -
18.
"W e a r e  n e g a t iv e  abou t i t ,  a n d  one p e r io d ic a l ly  s i t s  b a c k  an d  s a y s  
" A r e  we m is s in g  a n y th in g ? " .  T h is  g r e a t  huge m a r k e t ,  th a t  
e v e ry b o d y  spoke  abou t,  a n d  e v e ry o n e  g o t  so  e x c i te d  a b o u t ,  w ith  
a l l  the  p u b l ic i ty ,  a t the  end of th e  day  i t  i s  n o th ing  r e a l l y ,  B e c a u s e ,  
I  d o  n o t  c a r e  how m u c h  one s a y s  th a t  w e  a r e  one  g r e a t  b ig  c o u n t ry ,  
we s t i l l  th in k  of i t  a s  b e in g  " E x p o r t " ,  and  I a m  i n t e r e s t e d  i n  one 
th in g  only, and th a t  i s  s e l l in g  the  m a x im u m  a m o u n t  o f  p r o d u c t s  ou t 
of th is  p la c e  a t  th e  m a x im u m  p r o f i t .  A nd  i f  w e find m o r e  p r o f i t  
s e l l in g  ou r  p ro d u c ts  a t  the N o r th  P o le  i n s t e a d  of th e  E E C  c o u n t r i e s  
th e n  w e w i l l  go to the  N o r th  P o l e ,  A t  th e  m o m e n t  w e b e l ie v e  th a t  
w e c a n  g e t  the  m o s t  P r o f i t  in  the  M id d le  E a s t ,  So th a t  i s  w h e r e  w e 
c o n c e n t r a te  o u r  e f f o r t ,  I a m  s u r e  th a t  a l l  s o r t s  of p eo p le  s a y  th a t  
w e h av e  got i t  a l l  w ro n g  -  bu t a t  the  end  of the  day i t  is  p r o f i t  th a t  
c o u n t s . "
H ow  the  com pany  fa c e d  i t s  E u r o p e a n  c o m p e t i t o r s  in  the  r e s t  o f  
th e  w o r ld  m a r k e t
T h e  c o m p an y  s t a t e d  b e fo re  th a t  in  E u r o p e  t h e i r  tw o  m a in  c o m ­
p e t i t o r s  a r e  th e  B e lg ia n  an d  G e r m a n  c o m p a n ie s ,  r a t e d  a s  f i r s t  
an d  se c o n d  in E u r o p e ,  T h e  c o m p au y  i s  m e e t in g  the  c o m p e t i t io n  
th e y  fa c e  f r o m  th e i r  E u r o p e a n  c o m p e t i t o r s ,  in  tiie r e s t  o f the  
w o r ld  m a r k e t  b y  p r i c e  a d v a n ta g e .
I q uo te :-
" I  th ink  th a t  i s  w h e re  th e  low s t e r l in g  h e lp s  us , , , in  th e  hfiddle  
E a s t .  I c i t e d  fo r  in s t a n c e ,  -  t h a t  th e  b ig g e s t  m i r r o r  m a k e r  on the  
C o n t in e n t  i s  in  G e r m a n y .  T h e y  a n d  the  B e lg ia n s  one a r e  v e r y  m u c h  
on a p a r :  b u t th ey  a r e  m i r r o r  m a k e r s ,  -  we a r e  g la s s  p r o c e s s o r s :  
w e m a k e  m i r r o r s ,  w e to u g h en  g l a s s / w e  d e c o r a t e  g l a s s / w e  
p ro d u c e  a lu m in iu m  w indow s - so  we c an  go to  the  M iddle  E a s t  
an d  w e  c an  say , th is  i s  our p a c k a g e .  W e can do g laz in g  and we 
can  s u p e r v i s e  lo c a l  la b o u r  in  g la z in g ,  we c a n  o ffe r  you a lu m in iu m  
shop f r o n t s ,  an d  a lu m in iu m  w in d o w s, we can  o ffe r  you m i r r o r s ,  
w e c a n  o ffe r  you  d e c o r a te d  g l a s s ,  now th a t  i s  a lo t  m o r e  them a  
G e r m a n  m i r r o r  m a k e r  can o f f e r .  T h a t  i s  o u r  s t r e n g th .  T h is  w id e  
ra n g e  p lu s  the  fa c t  th a t  w e ,  in  f ix in g  g l a s s  an d  w indow s, have  
t r e m e n d o u s  e x p e r t i s e . "
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BACKGROUND
a ,  H IST O RICA L BACKGROUND
T h e  p r e s e n t  co m p an y  i s  th e  d i r e c t  d e s c e n d a n t  of th a t  e s t a b l i s h e d  
by  H e r b e r t  F e r o d o  in  1897 a n d  h a s ,  t h e r e f o r e ,  lo n g e r  e x p e r ie n c e  
of f r i c t i o n  m a t e r i a l  m a n u fa c tu r e  th a n  an y  o t h e r .  L ong  s e r v i c e  b e in g  
a  c o m m o n  f e a tu r e  of e m p lo y m e n t  a t  F e r o d o ,  th e  e x p e r ie n c e  
a c c u m u la te d  o v e r  the  y e a r s  i s  n o t  m e r e l y  a m a t t e r  of w o r d s  b u t  
v e r y  v a lu a b le .  In f a c t ,  the c o n s id e r a b le  t e c h n i c a l  in s ig h t ,  and  
o u ts ta n d in g  b u s in e s s  a c u m e n ,  of the  o r ig i n a to r  of the in d u s t r y  
p r o v id e d  a f i r m  fo u n d a tio n  on w h ich  th e  co m p an y  h a s  b u i l t  sou n d ly ,  
f i r s t  a s  an  in d e p e n d e n t  l im i te  d l i a b i l i ty  c o m p a n y  f r o m  1920 to  
1925 a n d ,  s in c e  th e n ,  w ith in  the  T u r n e r  an d  Ne w a l l  g ro u p  w h ich  
a c q u i r e d  F e r o d o  L i m i te d  i n  1 925, T h ro u g h o u t  t h e s e  c h a n g e s ,  the 
a im  h a s  b e e n ,  and  s t i l l  i s ,  to  keep  the c o m p an y  in  the  f o r e f r o n t  
in  a ll  r e s p e c t s .
T h e  c o m p a n y  h a s  the  l a r g e s t  r e s e a r c h  o r g a n i s a t i o n  in th e  w o r ld  
d e v o te d  so le ly  to  f r i c t io n  m a t e r i a l s , b u t ,  a l th o u g h  m an y  l e a r n e d  
p a p e r s  h av e  b e e n  w r i t t e n  by  s c i e n t i s t s  e m p lo y e d  t h e r e ,  the d i s ­
c o v e r i e s  m a d e  a r e  n o t  m e r e l y  of an  a c a d e m ic  n a t u r e .  T h e  
fu n d a m e n ta l  r e s e a r c h  in to  the n a tu r e  of f r i c t i o n ,  the  s t r u c t u r e  of 
a s b e s t o s ,  an d  the p r o p e r t i e s  of n a t u r a l  an d  sy n th e t ic  r e s i n s ,  
c o n t in u e s  to  y ie ld  r e s u l t s  w h ich , d i r e c t l y  o r  i n d i r e c t ly ,  in f lu en ce  
the  d e v e lo p m e n t  of f r i c t i o n  m a t e r i a l s  d e s ig n e d  to k e e p  a h e a d  of the  
n e e d s  of o u r  t e c h n ic a l  a g e .  D e v e lo p m e n t  w o rk  i s  a l s o  c a r r i e d  out 
on the  m a n u fa c tu r in g  m e th o d s  and  p la n t  u s e d  in  the  f a c to r y ;  in  
a d d i t io n  to the  s e a r c h  fo r  b e t t e r  f r i c t i o n  m a t e r i a l s ,  t h e r e  i s  a 
n e e d  fo r  b e t t e r  and  m o r e  e c o n o m ic  w ay s  of m a k in g  th e m .  A t  the  
s a m e  t i m e ,  the m o v e m e n t  of m a t e r i a l  th ro u g h  th e  f a c to r y ,  and  
p r o d u c t io n  p la n n in g ,  a r e  c o n s ta n t ly  im p r o v e d ,  so th a t  o v e r a l l  
e f f i c ie n c y  i s  s te a d i ly  i n c r e a s e d .
2.
In ad d i t io n  to  the  u n d e rs ta n d in g  of f r i c t i o n  m a t e r i a l s  and th e i r  
p r o p e r t i e s  a c q u i r e d  by F e r o d o  s c i e n t i s t s ,  F e r o d o  e n g in e e r s  have  a  
g r e a t  k now ledge  of the  a p p l ic a t io n  of t h e s e  m a t e r i a l s  to  a ll  c l a s s e s  
an d  ty p e s  of e q u ip m e n t .  I t  i s  p a r t  o f  th e  p o l ic y  of the  c o m p an y  n o t  
only  t o  s e l l  the  b e s t  m a t e r i a l s  fo r  the  jo b ,  b u t ,  u n d e r s ta n d in g  th e  
c u s t o m e r s '  n e e d s  a n d  p r o b l e m s ,  to  o f fe r  the  b e s t  p o s s ib le  t e c h n ic a l  
s e r v i c e ,
b ,  T H E  CO M PAN Y  AND F R IC T IO N  M A T E R IA L
In the e a r l y  d ay s  of f r i c t i o n  b r a k e  an d  c lu tc h  m a n u fa c tu r e  i t  w a s  found 
th a t  the  b e s t  r e s u l t s  w e r e  ob ta in ed  by u s in g  a h a r d  m a t e r i a l  f o r  one 
of the ru b b in g  s u r f a c e s ,  an d  a  s o f te r  m a t e r i a l  fo r  the  o t h e r ,  A 
c o m m o n  ch o ice  f o r  the  h a r d  m a t e r i a l  w a s  c a s t  i ro n ,  e a s i ly  m ad e  
in to  b r a k e  d r u m s ,  o r  an y  o th e r  s h a p e s  r e q u i r e d ,  w h ile  m a t e r i a l s  
s u c h  a s  w ood , l e a t h e r ,  and  r o p e  w e r e  u s e d  a g a i n s t  i t ,  a n d  gave th e  
h ig h  f r i c t i o n  w h ic h  w a s  n e e d e d .
T h e  c a s t  i r o n  w a s  qu ite  s a t i s f a c t o r y  f o r  th e  m a tin g  s u r f a c e ,  and  is  
s t i l l  the  n o r m a l  c h o ic e ,  b u t  th e  m a k e s h i f t  f r i c t i o n  m a t e r i a l s  w e re  
only  s u c c e s s f u l  w hen th e  duty  w a s  v e r y  l ig h t .  In o th e r  c a s e s  they  
w o re  r a p id ly ,  gave e r r a t i c  p e r f o r m a n c e ,  a n d  e v en  cau g h t  f i r e  w hen  
th e y  o v e r h e a t e d  so , quite  c l e a r l y ,  so m e th in g  b e t t e r  w a s  n e e d e d .
T h e  s t o r y  o f  f r i c t i o n  m a t e r i a l s  p r o p e r  s t a r t s  w ith  H e r b e r t  F ro o d  
in  1897 w h en , as  the o u tco m e  of h i s  e x p e r im e n t s  i n  h i s  g a rd e n  sh ed , 
u s in g  a  w a t e r  w h e e l  fo r  m o tiv e  p o w e r ,  he  o f f e re d  the  f i r s t  c o m p o s i t io n  
b r a k e  b lo c k s  fo r  the  v e h ic l e s  of h is  d ay  - m a in ly  h o r s e - d r a w n .  T h e s e  
b lo c k s  gave  m o r e  c o n s i s t e n t  f r i c t i o n ,  and  lo n g e r  l i f e ,  th a n  the  s im p le  
m a t e r i a l s  u s e d  p r e v io u s ly ,  a n d  F r o o d 's  p r d u c t io n  h a d  to  be i n c r e a s e d  
c o n t in u a l ly  to k e e p  p a ce  w ith  d e m an d .  T h e  c o m p an y  w h ic h  F r o o d  
s t a r t e d  i n  h i s  own n a m e  in  1898, and  w h ic h  l a t e r  h e  n a m e d  F e r o d o  
L i m i t e d  is  c e r t a in l y  the  o ld e s t  e s t a b l i s h e d  f r i c t i o n  m a n u f a c tu r e r  in  
E u r o p e ,  and  p ro b a b ly  the  w o r ld .
T h e  r a n g e  of m a t e r i a l s  d e v e lo p e d  s in c e  b y  F e r o d o  L im i te d  h a s  b e e n  
f o r m u la t e d  to give r e l i a b l e  f r i c t i o n  - h ig h  o r  low  a s  m a y  be  r e q u i r e d  - 
u n d e r  v a r i o u s  c o m b in a t io n s  o f  o p e ra t in g  c o n d i t io n s ,  to  h av e  good
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r é s i s t a n c e  to  w e a r ,  and n o t  to d a m a g e  the  m e t a l  m a t in g  s u r f a c e .
T h i s  h a s  b e e n  a c h ie v e d  to  such  a d e g r e e  th a t  f r i c t i o n  b r a k e s ,  c lu tc h e s ,  
and  o th e r  d e v ic e s  a r e  now am a c c e p te d  f e a tu r e  of the  m o d e rn  w o r ld .
c .  F E R O D O  PR O D U C T S
A lth o u g h  m o s t  w id e ly  know n fo r  i ts  le a d in g  p o s i t io n  w ith  r e g a r d  to  
b r a k e  a n d  c lu tc h  l in in g s  f o r  c a r s ,  t r u c k s ,  a n d  b u s e s ,  F e r o d o  L im i te d  
h a s  b e e n  fo r  o v e r  60 y e a r s  th e  p r in c i p a l  m a n u f a c t u r e r  o f  a n t i - s l i p  
s t a i r t r e a d .  A lth o u g h  th e  o p e ra t in g  c o n d it io n s  a r e  e n t i r e ly  d i f f e r e n t  
f r o m  th o se  of m a t e r i a l s  u s e d  in  m o to r  v e h i c l e s ,  the  r o l e  of th e  
f r i c t i o n  m a t e r i a l  i n s e r t  i s  j u s t  a s  c r i t i c a l  in  t e r m s  of th e  s a f e ty  of 
the  u s e r s  of s t a i r c a s e s .
A w id e  v a r i e t y  of e x t r u d e d  m e ta l  s e c t io n s  w ith  c o lo u re d  a n t i  s l ip  
i n s e r t s  a r e  a v a i l a b le  f o r  f i t t in g  to  the  e d g es  of s tep s  w hich  a r e  m ad e  
of a ll  k in d s  of m a t e r i a l s .  In  a d d i t io n  to  th e  i n c r e a s e d  s a fe ty  o f fe re d ,  
the  a p p e a r a n c e  i s  im p r o v e d  c o n s id e r a b ly ,  a n d  w o rn  s t a i r c a s e s  can  
be  r e p a i r e d  e c o n o m ic a l ly .
T o  c o m p l im e n t  th e  r a n g e  of s t a i r t r e a d ,  F e r o d o  s t a i r t i l e  a n d  
d e ck  t r e a d  h a v e  m o r e  r e c e n t l y  b e e n  m a d e  a v a i l a b le  to p r o v id e  f u r th e r  
s a f e ty  f o r  p e d e s t r i a n s .  S t a i r t i l e  i s  u s e d  f o r  f i l l ing  the  t r e a d s  of 
s te p s  w h en  s t a i r t r e a d  i s  f i t te d  to  th e  e d g e s :  deck  t r e a d  c an  b e  u s e d  
fo r  c o v e r in g  r a m p s ,  b u s  f l o o r s ,  an d  o th e r  s u r f a c e s  w h ic h  m a y  b e c o m e  
s l i p p e r y .
A m o s t  im p o r t a n t  p r o d u c t  of F e r o d o  L i m i t e d ,  a n d  one w h ic h  i s  in  a 
p r o d u c t  g ro iip  of i t s  own, i s  the  d r iv e  b e l t .  T he  co m p an y  h a s  f o r  m any  
y e a r s  b e e n  c o n c e r n e d  w i th  the  t r a n s m i s s i o n  of pow er by  m e a n s  of b e l t s ,  
w h ich  a r e  n o r m a l l y  of V S e c t io n ,  T h is  d e s ig n  i s  u s e d  b e c a u s e  of the 
e x t r a  g r ip  w h ic h  e n a b le s  m o r e  p o w er  to  b e  t r a n s m i t t e d  w i th o u t  s l ip  
o c c u r r i n g .
T h e  e s s e n t i a l  e l e m e n t s  of b e l t s  a r e  the  c o r d s  w h ich  r e s i s t  the t e n s i le  
f o r c e s ,  th e  r u b b e r  c u sh io n  w h ich  i s  s h a p e d  to  f i t  the pu lley  a n d  w h ich  
t r a n s m i t s  the  f o r c e s  to  the c o r d s ,  an d  the  c o v e r  w h ic h  h a s  to  r e s i s t
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the  w e a r  a n d  c o n ta m in a t io n  e n c o u n te r e d  in  s e r v i c e .  R e s e a r c h  in to  
e a c h  of t h e s e  e l e m e n t s  h a s  b e e n  c a r r i e d  out c o n t in u o u s ly ,  and  
s ig n i f ic a n t  i m p r o v e m e n t s  in  m a t e r i a l s  a n d  m e th o d s  o f  c o n s t r u c t io n  
h av e  b e e n  e f f e c t e d ,  F e r o d o  d r iv e  b e l t s  a r e  now the  f i n e s t  o b ta in ab le  
f o r  c a r  fa n  d r iv e s  a n d  o th e r  a u to m o t iv e ,  a g r i c u l t u r a l ,  a n d  g e n e r a l  
p u rp o  s e s ,
d , F E R O D O  AND T H E  W ORLD
F r o m  i t s  m o d e s t  b e g in n in g s  i n  a  s m a l l  v i l la g e  in  th e  D e r b y s h i r e  
P e a k  D i s t r i c t  in  E n g la n d ,  F e r o d o  L im i te d  h a s  g ro w n  u n t i l  i t s  p ro d u c ts  
h av e  b e c o m e  a v a i l a b le  on a  w o r l d w i d e  b a s i s ,
E n g la n d ,  W a le s  an d , S c o t la n d  a r e  d ivided in to  fo u r  r e g io n s  eac h  
h a n d lin g  S a le s  and  D i s t r ib u t io n  to  m a n u f a c t u r e r s  an d  w ho le  - s a l e r  s 
f r o m  a  s t r a t e g i c a l l y  p la c e d  d e p o t ,  tw o r e g io n s  a l s o  h av in g  s u b ­
d e p o ts .  N o r t h e r n  I r e l a n d  a n d  the  I r i s h  R e p u b l ic  a r e  s e p a r a t e  r e g io n s  
w ith in  t h e  H o m e s  S a le s  o r g a n i s a t i o n .
O v e r s e a s  , F e r o d o  p r o d u c t s  a r e  m a d e  by f a c t o r i e s  in  A u s t r a l i a ,  
F r a n c e ,  In d ia ,  South  A f r i c a  an d  Spa in  w h ich  s e r v e  t h e  m a r k e t s  - 
p a r t i c u l a r l y  th e  a u to m o t iv e  i n d u s t r i e s  - of th o s e  c o u n t r i e s .  F e r o d o  
p r o d u c t s  a r e  a l s o  m a d e  in  J a p a n ,  u n d e r  a l i c e n s in g  a r r a n g e m e n t  
r e a c h e d  in 196 7 w ith  th e  g ia n t  H i ta c h i  g ro u p . In a d d i t io n  to  lo c a l  
m a n u f a c t u r e r  in  t h e s e  c o u n t r i e s ,  so m e  F e r o d o  m a t e r i a l s  a r e  
e x p o r te d  f r o m  th e  U n ite d  K in g d o m  to  m e e t  s p e c ia l  n e e d s .
C o n s is te n c y  of q u a l i ty  of p r o d u c t s  m a d e  o v e r s e a s  is  g u a r a n te e d  
by th e  t e c h n i c a l  l i a i s o n  w h ich  e x i s t s  b e tw e e n  F e r o d o  L im i te d  in  the  
U n ited  K in g d o m  a n d  the a s s o c i a t e d  c o m p a n ie s ,  A t e a m  of t e c h n o lo g is t s  
w a s  f o r m e d  s o m e  y e a r s  a g o  to  v i s i t  th e  c o m p a n ie s  a b r o a d ,  w hen  
n e c e s s a r y ,  to  a s s i s t  in  the  in s t a l l a t io n  of n ew  ty p e s  of p la n t ,  an d  
a d v is e  on th e  i n i t i a l  p ro d u c t io n  of n ew ly  in t r o d u c e d  m a t e r i a l s .  W h e re  
s u f f ic ie n t  t e s t i n g  of s a m p l e s  can n o t  be  c a r r i e d  out lo c a l ly ,  t h e s e  
a r e  r e t u r n e d  to  C h a p e l - e n - l e - F r i t h  w h e re  t e s t  c ap a c i ty  is  m a d e  
a v a i la b le  f o r  th i s  p u r p o s e .
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S a le s  to  m o s t  o th e r  p a r t s  of the  w o r ld  a r e  th ro u g h  a g e n t s  and  
d i s t r i b u t o r s  -  a  n u m b e r  of w hom  h av e  a s s o c i a t i o n s  w ith  F e r o d o  
L im i te d  of m o r e  th a n  45 y e a r s .  M any of t h e s e  a r e  so le  a g e n ts  fo r  
the  c o u n t r i e s  i n  w h ic h  th ey  a r e  s i tu a te d :  th ey  a r e  k e p t  in  to u c h  w ith  
te c h n ic a l  an d  c o m m e r c i a l  d e v e lo p m e n ts  by  th e  r e g u la r  t o u r s  of the  
A r e a  S a les  M a n a g e rs  a s  w e l l  a s  by t h e i r  own v i s i t s  to C h a p e l -  
e n - l e - F r i t h .  S a le s  to  c o u n t r ie s  in  e a s t e r n  E u r o p e  a r e  th ro u g h  
th e i r  s ta te  T r a d in g  o r g a n is a t io n s  w h ic h  h a n d le  a l l  such  t r a n s a c t i o n s .
In th i s  w ay , c u s to m e r s  in  e v e r y  p a r t  of th e  w o r ld  ( s u b je c t  o f  
c o u r s e  to  i m p o r t  r e s t r i c t i o n s )  h av e  F e r o d o  f r i c t i o n  m a t e r i a l s  
and  o th e r  p r o d u c t s  a v a i la b le  to  th e m ,  and c a n  b e n e f i t  f r o m  the  
m an y  o u ts ta n d in g  f e a t u r e s  w h ich  h av e  en ab le d  the  co m p an y  to 
ju s t i fy  the  slogain: " F e r o d o  F i r s t l " ,
M ain  A r e a  of M a rk e t in g  o th e r  th a n  the h o m e  m a r k e t  
N ig e r ia  i s  the  b ig g e s t ,  then  I r a n .  T h e y  h a v e  a  f o r m  of m a n u f a c tu r e  
w h ich  i s  in c o m p le te ,  t h i s  i s  c a l l e d ,  ' f in is h in g  the  supply  m a t e r i a l s  
in  an u n f in ish e d  s itua tion ,^  G o v e rn m e n ts  of th e  u n d e r - d e v e l o p e d  
c o u n t r ie s  a r e  ab le  to  g e t  a d v a n ta g e s  f r o m  th o s e  th a t  F e r o d o  i s  b a s e d  
in  to e s t a b l i s h  such  a n  i n d u s t r y .
T h e s e  f in ish in g  i n d u s t r i e s  a r e  in  Sudan, E a s t  A f r i c a ,  S r i  L a n k a ,  
T r in id a d ,  J a m a i c a ,  and N ig e r i a  - one i s  be ing  in s ta l l e d  in  G h an a , 
and  th e y  a r e  b o u n d  to  F e r o d o  by a g r e e m e n t  to  buy  th e i r  raw  m a t e r i a l s ,  
T h is  i s  r e a l l y  s u p e rc e d in g  the  supp ly  of fu l ly  f in i s h e d ,  an d  s e m i ­
f in i sh e d ,  m a t e r i a l s  to  m e e t  G o v e rn m e n t  r e s t r i c t i o n s ,  to  s a v e  th e m  
fo r  an  e x ch a n g e ,  and to  e n s u r e  a  l a r g e  s h a r e  of th e  m a r k e t  fo r  
t h e m s e l v e s .  T h e  big m a r k e t s  a r e  in  a l l  the  E u r o p e a n  c o u n t r i e s ;  
Sw eden h a s  a  v e r y  l a r g e  m a r k e t ,  Y u g o s la v ia  i s  s u r p r i s i n g l y  b ig ,  an d  
S w i tz e r la n d  h a s  a v e r y  h e a l th  r e p l a c e m e n t  r e t u r n .  T h ey  h av e  peop le  
w ho  i n s i s t  on F e ro d o ;  t h e r e  a r e  c o n s ta n t  s a l e s  i n  S w eden , f o r  
e x a m p le  £ 1 60, 000 - £ 180, 000 a y e a r ,  n e x t  y e a r  i t  m ig h t  r e a c h  
£ 1 90, 000 - £ 195, 000; i n  S w i tz e r la n d  s a l e s  m ig h t  b e  £ 4 0 ,  000 a  y e a r .
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th e y  m ig h t  go up  to  £ 5 0 ,0 0 0  a y e a r ,  b u t  they  a r e  s te a d y  (F e r o d o  
know th e y  a r e  going to g e t  a t  l e a s t  th a t  a m o u n t  of b u s in e s s  e v e r y  
y e a r ) .  O u ts id e  E u r o p e ,  a n d  th e  U . S . A . ,  the v o lu m e  w h ic h  F e r o d o  
h a v e  n o t  y e t  to u c h ed ,  th e y  do n o t  th in k  th e y  h a v e  the  p o te n t ia l  to m e e t ,  
a s  th e y  do n o t  b o th e r  ab o u t i t  too s e r i o u s l y .  I t  i s  a v e r y  p r i c e -  
c o m p e t i t iv e  m a r k e t .  If th e y  h a d  s u rp lu s  v o lu m e  th ey  w ould go fo r  
t h i s  m a r k e t  b u t  th ey  w ou ld  only  be  s t r a in in g  th e i r  own f a c i l i t i e s .
T h e  C a r ib b e a n  ta k e s  s o v e r  one h u n d r e d  th o u s a n d  p ounds  a  y e a r .
W ho h a n d le s  th e  s a l e s ?
T h e y  a r e  v e n d o r s  who c r e a t e  t h e i r  own b u s i n e s s .  M ost of th e m  
h a v e  F e r o d o  a s  th e  m a jo r  line  o r t h e i r  own t i e d  w a r e h o u s e s .  T h e r e  
a r e  p e r h a p s  ab o u t  s ix  w a r e h o u s e s  f o r  H o lland , o r  B e lg iu m , w h o l ly -  
ow ned b y  F e r o d o ,  an d  th e y  h av e  d i s t r i b u t o r s  in  the  lo c a l  c e n t r e s  who 
h a v e  c o m p le te  a u th o r i ty  to  f ix  t h e i r  own p r i c e  b a s i s .  T h e  C o m p an y  
h a s  n o t  s a y  in  th a t .  T h e  n e g o t ia t io n s  w ith  the  v e n d o r s  only  in v o lv es  
the  su p p ly  v o lu m e .  A f te r  s a l e s  t h e i r  c u s t o m e r s  d e c id e  f o r  th e m s e lv e s  
the  m a r k e t in g  a r r a n g e m e n t  to  s u i t  t h e i r  own b u s i n e s s .
T h e  m a r k e t in g  a n d  s a l e s  fu n c t io n s
T h e y  do not have  a m a r k e t in g  fu n c tio n ;  t h e r e  i s  no m a r k e t in g  
o r g a n i s a t i o n .  T h e r e  h a s  b e e n  so m e  d e b a te  a s  to  w h e th e r  th ey  should  
h av e  a  m a r k e t in g  o rg a n is a t io n  a s s o c i a t e d  w ith  the  d o m e s t ic  m a r k e t .  
T h e y  do have  a s t a t i s t i c a l  s e c t io n .  T h e re  i s  a  s e c t io n  w h ich  m a in ta in s  
c o m p e t i t iv e  p r i c e  r e c o r d s ,  a n d  th i s  s o r t  of th in g ,  b u t  th e y  do no t 
h a v e  a m a r k e t  r e s e a r c h  s e c t io n .  T h ey  h av e  a s t a t i s t i c a l  s e c t io n  to  
a d v ic e  on s t a t i s t i c s  w h e n e v e r  w an ted ;  th e y  a r e  ab le  to  f in d  ou t, fo r  
e x a m p le ,  w h a t  the to ta l  v e h ic le  p o p u la t io n  i s ,  o r  w h a t  the  t o t a l  
f r i c t i o n  m a t e r i a l  s a le s  a r e  in to  a p a r t i c u l a r  m a r k e t ,  F e r o d o  c a n  
f in d  ou t w ho i s  m ak in g  th o s e  s a l e s ,  b u t  i t  i s  n o t  r e s e a r c h ,  in th a t  
th ey  do n o t  do any in d e p e n d e n t  w o rk .  I f  th e y  do, th e n  i t  i s  a s k e d  fo r  
by  th e m .  L e t  u s  say  th a t  th ey  have  the p r o d u c t  m ix ,  th ey  know e x a c t ly  
w h a t  t h e i r  p ro f i t a b i l i ty  i s ,  m a r k e t  by  m a r k e t ,  th ey  know w h a t  th e i r
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t u r n o v e r  i s  in  a  p a r t i c u l a r  m a r k e t ;  th ey  a r e  a b le  t o  a s k  fo r  in f o r m a t io n  
on th a t  m a r k e t  a n d  i t  w i l l  b e  g iv en  to  t h e m .  The s t a t i s t i c a l  s e c t io n  
w i l l  f e e d  in f o r m a t io n  b a c k  to  th e m , b u t  th e y  do n o t  do an y  in d e p e n d e n t  
m a r k e t  r e s e a r c h .  T h ey  have  no c o n ta c t  w ith  t h e i r  a g e n ts  o r  
s i m i l a r  s o u r c e s .
M ain  C o m p e t i to r s
In th is  c o u n t r y ,  B r i t i s h  B e l t in g  A s b e s to s  in  C l e c k h e a t o n ,
D oll I n te r n a t io n a l  in  M a n c h e s t e r ,  an d  The C ape  A s b e s t o s  C o m p a n y  
a r e  th e  m a i n  o n e s ,  F e r o d o  w h o lly  own B a l l a r c o ,  w h ich  u s e d  to  be 
c a l le d  R e a s b e s t o s  B a l l a r c o  -  th a t  i s  a n o th e r  B r a n d  n a m e .  In  the  
E . E . C , ,  th e  c o m p e t i t io n  c o m e s  m o s t ly  f r o m  G e rm a n y ,  (E u r id )  i n  
G e rm a n y  w h ic h  F e r o d o  b e l ie v e  i s  p a r t l y  ow ned by  B e n d ix  in  the  
U .K .  T e x t r a  in  G e rm a n y  i s  ow ned, th e y  th in k ,  by B r i t i s h  B e l t in g ;  
B e a r a l l  a n o t h e r  G e r m a n  co m p an y ,  and E n e r g i t  a n o th e r .  In 
D e n m a r k ,  a  co m p an y  c a l l e d  R o w la n d s ,  w ho m a n u fa c tu r e  a  w ide 
ra n g e  of w o v en  and  m o u ld e d  m a t e r i a l s  i s  a  c o m p e t i t o r .  T h o s e  a r e  
the  p r i n c i p l e  o n e s  in  E u r o p e ;  th e n  t h e r e  a r e  the  A m e r i c a n s ,  who do a 
s m a l l  a m o u n t ,  a n d  h av e  t h e i r  own s u b s i d i a r i e s  in  the  U ,K ,  , b u t  
n o th ing  c o m p a r a b le  to  the  ones  th a t  h a v e  b e en  m e n t io n e d ,  F e r o d o  
p u t t h e m s e lv e s  f i r s t  a m o n g s t  th e m .  T h e y  b e l ie v e  t h e i r  e x p o r t  
b u s in e s s  i s  g r e a t e r  th a n  any  o th e r  c o m p a n y  on the f r i c t i o n  m a t e r i a l s  
s id e  b u t  a l t h o u ^  they  p u t  t h e m s e lv e s  f i r s t  i t  d o es  n o t m  m n th ey  a r e  
f i r s t ,  in  e v e r y  p ro d u c t ,  a l l  th e  t i m e .  I t  m ig h t  h a p p en  th a t  M in te x  h a v e  
a l a r g e r  s h a r e  of the  D is c  B r a k e  b u s in e s s  ; o r  a n o th e r  f i r m  h a s  a  
b ig g e r  s h a r e  o f  so m e  o th e r  l in e .  T ak in g  r e p l a c e m e n t  a n d  w o r ld  
m a r k e t s  in to  a c c o u n t ,  F e r o d o  w ould  s ay  th e y  a r e  th e  b ig g e s t ,  bu t  
they  do n o t  th ink  by a long h e a d  an d  the  c o m p e t i t o r s  a r e  c a tc h in g  u p . 
Going b a c k  to 193 0 F e r o d o  w e r e  so f a r  ou t  in  th e  le a d  th a t  th ey  h a d  
v e r y  l i t t l e  c o m p e t i t io n ,  b u t  c o m p e t i t io n  h a s  s t r e n g th e n e d  c o n t in u o u s ly ,  
and  i s  s t i l l  s t re n g th e n in g  an d  the  le a d  is  now n o t  d r a m a t i c ,  b u t  i t  i s  
ju s t  a b o u t  t h e r e .
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P r i c i n g  P o l i c y
If th e y  a r e  s e l l in g  a l a r g e  v o lu m e  o f  a  n u m b e r  of r e f e r e n c e s  to  an  
OAE c u s to m e r , t h e n  th e y  c o s t  e a c h  i t e m  s e p a r a t e l y  an d  ta k e  ru n n in g  
c o s t s  in to  a c c o u n t .  T h e y  w o u ld  r e c o s t  i t  e v e r y  six m o n th s ,  a n d  
w h e th e r  th e y  i n c r e a s e  p r i c e s ,  o r  n o t ,  w ou ld  d e p en d  upon  th e i r  
p r o f i t a b i l i ty ,  w h e th e r  F e r o d o  f e e l  the  c u s to m e r  cou ld  a f f o r d  i t ,  an d  
w h e th e r  th e y  f e e l  th e y  c a n  n e g o t i a t e .  I f  th e  r e p l a c e m e n t  m a r k e t  i s  ta k e n ,  
w h e r e  th e y  s e l l  of at n e t  p r i c e ,  a n d  a  t o t a l  r a n g e  o f  r e f e r e n c e s ,  F e r o d o  
w ou ld  th e n  h a v e  to  b a s e  t h e i r  p r i c e s  on w h a t  t h e i r  c o m p e t i to r s  a r e  
do in g . T h e n  F e r o d o  cou ld  ta k e  sp o t  c h e c k s  on c e r t a i n  r e f e r e n c e s ,  
f r o m  t im e  to  t im e  to  s e e  how  th e y  w e r e  d o ing , and i f  th o s e  sp o t  c h e c k s  
s u g g e s t  th a t  p r i c e s  n e e d  so m e  r e - v a m p i n g ,  th e n  F e r o d o  ta k e  a 
g r e a t e r  s c a le  of c o s t s  and , i f  n e c e s s a r y ,  p u t  t h e i r  p r i c e s  up a c r o s s  
th a t  p a r t i c u l a r  s c a l e .  W h e r e  the f a c t s  lo o k  b a r e ,  th ey  a r e  b a s e d  on 
c o m p e t i t iv e  l e v e l s ,  w ith  r a n d o m  c h e c k s .
T h e  G ro w th  of T r a d e  in  the  l a s t  5 y e a r s  ( 1971-75)
T h e y  th ink  i t  w o u ld  b e  t r u e  to  s a y  th a t  t h e i r  tu r n o v e r  f iv e  y e a r s  ago  
( to ta l  e x p o r t  tu r n o v e r )  w a s  a b o u t  £ 4 m .  T h i s  y e a r  (1976) i t  shou ld  b e  
on, o r  ab o u t,  £ 7m  on  s e l l in g  p r i c e .
S p e c ia l  f e a t u r e s  the  com pany  p o s s e  s s e s  t h a t  g iv e s  i t  a  s p e c i a l  
p la c e  in  the m a r k e t .
B r a n d  N am e
A s  th ey  a r e  the  o ld e s t  p eo p le  in  the b u s i n e s s ,  the  n a m e  F e r o d o  i s  
a l m o s t  a n  a n n o g r a m  of the F o u n d e r  of the  C o m p a n y ,  F r i c t i o n  m a t e r i a l s  
w e r e  in v en ted  at F e r o d o ,  in  C h a p e l - e n - l e - F r i t h ,  a n d  the  c o m p a n y  
b e l i e v e s  t h e r e  i s  an a s s o c ia t io n  v e r y  o f te n  b e tw e e n  F e r o d o  and  
f r i c t i o n  m a t e r i a l .  S o m e t im e s  p e o p le  m ig h t  go to  t h e i r  c o m p e t i to r s  
and  a s k  i f  th ey  cou ld  h av e  som e M in tex  F e ro d o ,  o r  so m e  F e ro d o  
K a p a s c o ,  th i s  is  a  m a j o r  s t r e n g th .
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L i c e n c e s  a n d  P a t e n t s :  T h ey  use  r e g i s t e r e d  u s e r s  a g r e e m e n t s  v e r y
f r e q u e n t ly .  In o v e r s e a s  b u s in e s s  th e y  can n o t p a te n t  a  fo r m u la t io n  
so  e a s i l y ,  th e y  p a te n t  new  r e s e a r c h  ( e . g , , a  r e t a r d e r  b r a k e ,  w hich  
th e y  h a v e  ju s t  p a te n te d  in th e  U. K , , to  s e l l  a  f r i c t i o n  m a t e r i a l  f o r  
t r u c k s ,  an d  a r t i c u l a t e d  u n i t s  b a s e d  on eng ine  p o w e r ) .  A n o th e r  th ing  
th e y  h a v e  p a te n te d  i s  r e l a t e d  to d is c  b r a k e s  (how a  d i s c  b ra k e  w o rk s :  
t h e r e  a r e  tw o d is c  p a d s  e i th e r  s id e  of, a n d  c la m p e d  dow n o n to ,  a  
r o t a t i n g  d is c ,  and a t t a c h e d  to  the  w h e e l .  Any i r r e g u l a r i t y ,  in  the w ay  
of p u ll in g  f r o m  one s id e  to  the  o th e r ,  w i l l  c a u s e  a  s q u e a l .  I t  w a s  
a lw a y s  a s s u m e d  th a t  the  s q u e a l  w a s  t h e  f a u l t  of a  b r a k e  p a d ,  F e r o d o ' s  
r e s e a r c h  p e o p le  found, th ro u g h  fo u r  y e a r s  of t e s t in g ,  th a t  the  a c tu a l  
c a s t  i r o n  d i s c  i t s e l f  changed  i t s  p r o p e r t i e s  w ith  r e g a r d  to  h e a t  an d  
f r i c t i o n ,  a n d  th a t  any  i r r e g u l a r i t y  i n  th e  c a s t  i r o n  can  h a v e  j u s t  a s  
m u c h  an  e f fe c t  on b ra k in g  e ff ic ien cy  a s  th e  d i s c  b r a k e  p a d s  t h e m ­
s e lv e s ) ,  T h i s  i s  a  m e th o d  of t r e a t i n g  th e  c a s t  i r o n  to  av o id  c h e m ic a l  
c h a n g e .  Now th ey  a r e  t r y in g  to  s e l l  i t  to  th e  v e h ic le  m a n u f a c t u r e r s  
( M e r c e d e s ,  A lg ey , an d  one o r  tw o c o n t in e n ta l  m a n u f a c t u r e r s  h a v e  
d i s c u s s e d  th e  m a t t e r ,  w ith  th e  id e a  of ta k in g  o v e r  e a c h  o th e r ) .
E x p e r i e n c e :  A lthough  th e  c o m p an y  h a s  b e e n  e s t a b l i s h e d  y e a r s ,
e x p e r i e n c e  is  n o t  the  m a in  f a c to r  w h ic h  g iv e s  th e  c o m p an y  i ts  
p la c e  in  the m a r k e t .  I t  is  m o s t ly  th e  f a c t  th a t  th ey  sp en d  r a t h e r  
m o r e  th a n  th e y  sh o u ld  on te ch n o lo g y  a n d  r e s e a r c h ,  th e s e  a r e  a v e r y  
l a r g e  p a r t  of t h e i r  a n n u a l  b u d g e t .
C a p a c i ty  : T hey  do n o t  h av e  s p a r e  c a p a c i ty  a t  the  m o m e n t ,  b u t
th e y  f e e l  i t  would  be  p o s s ib le  to  get m o r e  o u t of th e  m a c h in e s  th a n  
th e y  a r e  g e t t in g  a t  th e  m o m e n t .  T hey  a r e  p u tt in g  th i s  down to  a  
la b o u r  r e l a t i o n s  p r o b le m  r a t h e r  th a n  an y th in g  e l s e .  T h e y  do  n o t  h a v e  
s p a r e  c a p a c i ty ,  in  the  s e n s e  th a t  th e i r  o r d e r  b o o k s  a r e  fu l l  a c r o s s  
the  r a n g e  on t h r e e  s h i f t s ,  on a  lo t  of p l a n t  i t e m s ,  and h av e  b e e n  
l ik e  th i s  a l l  the  t i m e ,  ev en  in  the  m i d s t  o f  the  r e c e s s i o n .
10.
P r  g f i tab i l i ty
It f lu c tu a te s  a  lot, the  f i r s t  s ix  m o n th s  i t  m a y  a p p e a r  good, an d  the  
s e c o n d  s ix  m o n th s  n o t  so  good . T h e  p r e s e n t  p r o f i t a b i l i ty  lo o k s  good, 
b u t  F e r o d o  th ink  i t  i s  n o t  going  to  b e  l ik e  t h i s  o v e r  th e  s e c o n d  p a r t  
of the y e a r  (1976) w hen  ra w  m a t e r i a l  i n c r e a s e s  h i t  m o r e  h e a v i ly  
th a n  in  th e  p a s t .  O v e r a l l  the  p r o f i t  m a r g in  i s  n o t  s a t i s f a c to r y ,  n o t  
a s  h ig h  a s  i t  sh o u ld  b e  i f  i t  i s  r e l a t e d  to  the  c a p i t a l  i n v e s t e d .  I t  w a s  
b e t t e r  in  1976 th an  in  1 9 7 4 /7 5 ,  b u t  s t i l l  n o t  s a t i s f a c t o r y .  T h e  
b u i ld  up of f in i s h e d  s to c k  i s  f a r  too  h ig h  f o r  th e i r  tu r n o v e r  and 
p ro f i t a b i l i ty ,  p a r t i c u l a r l y  on the e x p o r t  s i d e .  T h i s  i s  b e c a u s e  th e r e  
a r e  so m a n y  c o n d i t io n s  in v o lv ed  w ith  th e  oil c r i s i s ,  A lo t  o f  
c o u n t r i e s  a r e  f in d in g  i t  e x t r e m e l y  d i f f ic u l t  to  r a i s e  f o r e ig n  e x ch a n g e  
a n d  f o r e ig n  c u r r e n c y ,  F e r o d o  h a v e  h a d  a t r e m e n d o u s  a m o u n t  of 
m a t e r i a l s  h e ld  u p ,  w h ic h  th e y  co u ld  n o t  sh ip  , m a d e  a g a in s t  o r d e r s  
p la c e d  in  a d v a n c e .  If o r d e r s  a r e  b e in g  m e t  w ith in  fo u r  o r  s ix  w e e k s ,  
i t  i s  n o t  so b ad ,  b e c a u s e  th e  f i r m  s t i l l  su p p ly in g  in  the  c o n d i t io n s  in  
w h ic h  the  o r d e r  w a s  p la c e d .
M a r k e t in g  o th e r  p r o d u c t s
O nly w h e r e  t h e i r  m a t e r i a l  i s  f i t te d  to i t ,  w ould  th ey  s e l l  a  b r a k e  
shoe  l in e d  w ith  a  f r i c t i o n  m a t e r i a l .  T h e  f r i c t i o n  m a t e r i a l  i s  th e i r  
p a r t ,  b u t  they  s u b - c o n t r a c t  ou t f o r  the m e ta l  w h ich  h a s  to  b e  a 
fu n d a m e n ta l  p a r t  of w h a t  th ey  a r e  m a k in g ,  i n t e g r a l  to w h a t  th ey  
a r e  do ing ,
R  & D ,
T h e  co m p an y  a lw a y s ,  b y  r e s e a r c h  an d  d e v e lo p m e n t ,  m o d if ie s  i t ’s 
p r o d u c t s  to m e e t  the r e q u i r e m e n t s  of the  m a r k e t .  T he  R  & D p la y s  
a  v e r y  im p o r ta n t  r o le  in  the  co m p an y ; m o r e o v e r  th e i r  t e c h n i c a l  
p eo p le  t r a v e l  a s  m u c h  i n  th e  E ,E  , C ,  a s  th o s e  i n  s a l e s ,  th e y  
v i s i t  t h e i r  o p p o s i te  n u m b e r s ,  the  m a n u f a c t u r e r s  in  E u r o p e ,  v e r y  
f r e q u e n t ly .
11.
T h e  H a r m o n i s a t i o n  b e tw e e n  the  C o m p a n y  and i t s  A f f i l ia t e s  in 
the  E E C .
T h e  c o m p a n y  m e n t io n e d  in  o th e r  p l a c e s  th a t  i t s  p r o d u c t s ,  and  the  
p r o d u c t s  of the  a f f i l ia te  c o m p a n ie s ,  a r e  c o m p l im e n ta r y .  E x p lo r in g  
t h a t  p o in t  in  r e l a t i o n  to the  h a r m o n i s a t i o n  p o l ic y  o f the  co m p an y  
w ith  i t s  s i s t e r  c o m p a n ie s ,  th ey  e x p la in e d  th a t  c l e a r l y  th e  I ta l i a n s  
a r e  m u c h  b e t t e r  p la c e d  to  m a n u fa c tu re  f o r  F i a t ,  l ik e w is e  the  
F r e n c h  c o m p a n y  a r e  fa v o u ra b ly  p la c e d  to  m a n u f a c tu r e  f o r  the  
F r e n c h  r a n g e  of c a r s .  T h e  G e r m a n  m a r k e t  i s  d iv id e d  b e tw e e n  the 
F r e n c h  an d  the  B r i t i s h ,  T h e  F r e n c h  a r e  v e r y  s t ro n g ,  f o r  e x a m p le ,  
in  c lu tc h e s ,  so  th e  F r e n c h  h av e  a lo t  of o r i g i n a l  e q u ip m e n t  on 
G e r m a n  c a r s  f o r  c lu tc h e s .  T h e  UK h a s  o r ig i n a l  e q u ip m e n t  on 
G e r m a n  c a r s  fo r  D isc  B r a k e  p u rp o s e  % a n d  B r a k e  L i n in g s ,  b u t  
n o t  so  m u c h  f o r  c lu t c h e s .  So te chno logy  i s  r e l a t e d  to  r e s p e c t i v e  
s t r e n g t h s ,  th e  F r e n c h  te c h n o lo g ic a l  a d v a n c e  on c lu tc h e s  i s  t e r r i f i c ,  
th e y  h a v e  s e a r c h e d  a h e a d ,  a n d  to  t h e i r  m in d  th e y  (the F r e n c h )  w i l l  
be  f a r  in  f r o n t ,  b o th  in  m a t e r i a l  f o r m u la t io n  a n d  c lu tc h  d e s ig n .
T h e  F r e n c h  h av e  a v e r y  b ig  i n t e r e s t  in  E u r o p e  (in I ta ly  a l r e a d y  w ith  
F i a t ) ,  B e lg iu m  m a n u f a c tu r e r s  a r e  su p p l ie d  w ith  F e r o d o  D is c  B r a k e  
m a t e r i a l s  f r o m  th e  U .K ,  I ta ly  do w ith  t h e i r  own D isc  B r a k e  m a t e r i a l s  
f r o m  t h e i r  I ta l ia n  p la n t ,  f o r  F i a t ,  a n d  th e y  a l s o  m a n u f a c tu r e  f o r  O pel 
an d  V oik swag e n ,  F e r o d o  e x p e c t  to g e t  m a r k e t s  in  G e r m a n y ,  b u t  they  
w ou ld  c o n t r o l  the  m a r k e t in g  f r o m  the  U ,K ,  I t  i s  a l l  done f r o m  the  
U ,K ,  If th e  U, K, a g r e e  a l in k  b e tw e e n  F e r o d o  I ta ly  an d  th e i r  
v e n d o r  in  H o lla n d  fo r  in s ta n c e  the  U ,K ,  co m p an y  w ou ld  e s t a b l i s h  
a  l in k  fo r  th e m ,  th e n  th e y  w ould be  a b le  to  m a in ta in  th a t  l in k  an d  
supp ly  d i r e c t l y  w ith o u t  r e f e r e n c e  to  th e  U ,K ,  T he  in i t i a l  i n t r o d u c t io n ,  
the  d e f in i t io n  of the  r a n g e  of p r o d u c ts  t h a t  can  be su p p lied ,  th e  
p r i c e s  a r e  a l l  g o v e rn e d  f r o m  the  U ,K ,  p l a n t .  I t  goes  b a c k  a g a in  to  
w h a t  l in e  th e  co m p an y  i s  s u p e r io r  in , cind th e n  to c a p tu r e  th a t  
m a r k e t .  T h is  h a p p e n s  in  two r e s p e c t s .  One is  te c h n o lo g y  an d  the 
o th e r  p ro d u c t io n  c a p a c i ty .  If the te ch n o lo g y  is  r i g h t  and  the  p ro d u c t io n  
c a p a c i ty  i s  t h e r e ,  th en  th e y  w ou ld  go to  th e  m a r k e t .
12.
T h e  R e - S t r u c t u r e  of the  O r g a n is a t io n  th e  Compcinv u n d e r to o k  to  
m e e t  the ex ten d e d  m a r k e t  (the E . E . C .  m a r k e t ) .
T h e r e  w a s  no  n e e d  to  ch ange  the s t r u c t u r e  of the  o r g a n i s a t i o n  fo r  a  
m a r g in a l  i n c r e a s e  of ab o u t  15% in  the  E . E . C ,  m a r k e t ,  F e r o d o  d id  
h av e  a b ig  s h a r e  in  th a t  m a r k e t  b e f o r e  the  U .K .  e n t r y  an d  th ey  say ,
I quo te :  "y o u  d o n ’t  change  y o u r  s t r u c t u r e  fu n d a m e n ta l ly  fo r  15% 
i n c r e a s e  in  the  s a le s  v o lu m e .  I t  d o es  n o t  c a l l  f o r  a  f u n d a m e n ta l  
c h an g e  of m a r k e t in g  s t r u c t u r e . "  W hat th e y  h av e  done is  to  
e s t a b l i s h  a s p e c ia l  s e c t io n  w h ich  d e a l s  w ith  G e rm a n y  sp e c if ic a l ly ,  
F e r o d o  i s  en g ag ed  in  c h a s in g  o r d e r s  f r o m  G e r m a n y ,  T h e  s e c t io n  
a c t s  a s  l i a i s o n  w ith  t h e i r  t e c h n ic a l  peop le  in  G e rm a n y ,  and  b e  c a u s e  
of th is  the  th ro u g h p u t  of G e r m a n  p a p e r w o r k  is v e r y  s t r e a m l i n e d .  
S im i la r ly  t h e i r  G e r m a n  M a n a g e r ,  who is  a  G e r m a n ,  has  a  lo t of 
c o n ta c ts  in  E u r o p e  g e n e r a l ly ,  a n d  o f te n  m a k e a  v i s i t s  to o r ig in a l  
e q u ip m e n t  a c c o u n ts  in  G e r m a n y ,  o r  I ta ly ,  to g e th e r  w ith  the  o r ig in a l  
e q u ip m e n t  m a n a g e r  a t  C h a p p ie ,  and th e  S a le s  D i r e c t o r  of t h e i r  
I t a l i a n  F a c t o r i e s .  T he  t h r e e  of th e m  m a k e  a v i s i t ,  n e g o t ia te  p r i c e  
i n c r e a s e s ,  d ec ide  who co u ld  b e s t  h a n d le  the  a c c o u n t ,  a n d  s o  on .
T h e  G e r m a n  m a n a g e r  a c t in g  a s  an  i n t r o d u c to r y  f a c to r  and  
sm o o th in g  the  w ay, m e e t in g  the  p r o b le m s  an d  fo llo w in g  up 
a f t e r w a r d s  on any p r o g r e s s  m a d e  d u r in g  a m e e t in g  of th i s  n a t u r e .  
T h is  i s  the  type  of l in k  w hich  e x i s t s  b e tw e e n  the  c o m p a n y  an d  i ts  
a f f i l i a t e s .  A p a r t  f r o m  th a t ,  t h e r e  w e r e  no fu n d a m e n ta l  c h a n g e s  in the  
o r g a n i s a t io n a l  s t r u c t u r e  a f t e r  B r i t a i n s  e n t r y  in to  th e  E E C .
T h e  E x p o r t  S a le s  D i r e c to r  u s e d  to sp en d  " l e t ’s say  f o r  a r g u m e n ts  
s a k e ” 15% o f  h i s  t im e  on G e r m a n  and  E E C  a f f a i r s .  T h e  G e r m a n  
co m p an y  is  h is  bab y , he h a s  c r e a t e d  i t ,  h e  ap p o in te d  the s ta f f  and 
is  look ing  a f te r  i t !  T h e r e  i s  m u c h  m o r e  a t te n t io n  f r o m  the  top of 
F e r o d o  than  t h e r e  u s e d  to be , n o t  b e c a u s e  of m e m b e r s h i p  of the  
E E C ,  b u t  a b y - p r o d u c t  of c r e a t in g  ones  own c o m p a n y .
If B r i t a in  h ad  no t  jo in ed  th e  c o m m u n i ty  th a t  change w o u ld  e v e n tu a l ly  
h a p p en ,  but l a t e r .  T h e  d e c i s io n  w as  m o r e  o r  l e s s  m a d e  fo r  th e m ,  
F e r o d o  b e l ie v e ,  w hen  B r i t a i n  w en t into the  E E C ,  h a d  th is  n o t  
h a p p e n e d  change  w ould  have  b e e n  d e f e r r e d .
13.
B r i t a in s  e n t r y  sp e e d e d  th in g s  u p , the  co m p an y  w as p lan n in g  f o r  
the E r u o p e a n  m a r k e t  and  w e r e  a l r e a d y  in  th a t  m a r k e t .  T h e y  
su p p o se  if th e y  h a d  n o t  changed , i t  is j u s t  p o s s ib le  th e  G e r m a n  
c o m p an y  w ould  have  n e v e r  s t a r t e d ,  a n d  go t off the g ro u n d ;  i t  w as  
ta lk e d  ab o u t b e f o r e ,  b u t  w hen  the t r e a t y  w a s  s ig n ed ,  F e r o d o  
im m e d ia te ly  w en t in .
T h e  A s s e s s m e n t  of the  E l e m e n ta r y  Q u e s t io n n a i r e  
T h e  e x p e c ta t io n  o f  the  i n c r e a s e  of s a l e s  due to  t a r i f f  e l im in a t io n s  
In 1974 the  com pany  e x p e c te d  th a t  the  i n c r e a s e  in i t s  s a l e s  v o lu m e ,  
due to th e  e l im in a t io n  of t a r i f f s ,  w ould  be  in  the  r a n g e  11% - 15%. 
W hen the  c o m p an y  w a s  a sk e d  in  1976 i f  e x p e c ta t io n s  h ad  m a t e r i a l i s e d ,  
t h e i r  a n s w e r  w a s : -
" I t  i s  a b i t  d i f f ic u l t  to  b r e a k  i t  down, b e c a u s e  p r i c e  i n c r e a s e s  a r e  
g e t t in g  b ig g e r ,  b u t  l e t ' s  s a y  i n  n u m b e r s  of u n i t ,  y e s .  T h e r e  a r e  
c o n tr ib u t iv e  f a c t o r s  w hich  a r e  n o t  only  a s s o c i a t e d  w ith  t a r i f f  
r e d u c t io n s ,  p ro b a b ly  th e  b ig g e s t  s in g le  f a c to r  w ou ld  b e  
the G e r m a n  C o m p a n y " .  T h e y  have  th e i r  o w n  G e r m a n  co m p an y  
e s t a b l i s h e d  in  V is v a h d e n  to c o - o r d in a t e  s a l e s .  It w a s  e s t a b l i s h e d  in  
1972 , b u t  is  n o t  a  f a c to r y  u n i t ,  only  a  S a le s  O ff ice ,  b u t  th a t  h a s  
m ad e  quite  a  d i f f e r e n c e  in  the  E E C .  O th e r  f a c t o r s  a r e  the  
tech n o lo g y  th ey  u s e  fo r  m a n u fa c tu r e ;  fo r  in s ta n c e ,  th e  te ch n o lo g y  
u s e d  fo r  d r u m  b r a k e  l in ing  m a n u fa c tu r e  i s  su ch  th a t  th e y  h av e  an 
a p p e a l  to  th e  E u r o p e a n  m a n u f a c tu r e r s  in  G e r m a n y ,  and  
S c a n d in a v ia .  In G e r m a n y  c o m p a n ie s  l ik e  O pel F e d e r a l  F o r d  
G ir l in g  the  c lu tch  m a n u f a c tu r e r s  ( F i s k  a n d  S a c h s ) ,  b u y  a lo t  
of F e r o d o ,  b e c a u s e  th e y  can n o t find su i ta b le  a l t e r n a t i v e s  f r o m  
G e r m a n  r e s o u r c e s ,  on a t e c h n ic a l  b a s i s .  F e r o d o  g e t  q u ite  a  b ig  
y e a r ly  i n c r e a s e ,  u n t i l  the  G e rm a n s  g e t  a  h ig h e r  te ch n o lo g y  i m p r o v e ­
m e n t  than  th ey  have  at the  m o m e n t .
14.
H ow  the  devaluation, of the  £ h e lp e d  the  C o m p a n y 's  t r a d e  
T h e  d e v a lu a t io n  o f the  £ h a s  v e r y  l i t t l e  c o n t r ib u to r y  f a c to r ,  
b e c a u s e  F e r o d o  a lm o s t  a b s o r b e d  th e  a m o u n t  of d e v a lu a t io n  in  
p r i c e  i n c r e a s e s .  It sh ou ld  be  n o te d  th a t  the  co m p an y ,  w hen  i t  
w a s  a s k e d  in  1974 to  w h a t  ex ten t  h a s  ' ' th e  f lo a t in g  r a t e "  fo r  the  
£ h e lp e d  th e i r  t r a d e  in  the E E C  c o u n t r i e s ,  a n s w e r e d  th a t  i t  
h e lp e d  th e m  m a r g in a l ly .
I n c r e a s e d  c o m p e t i t io n  in  U .K .  f r o m  f i r m s  in  the  E E C  c o u n t r i e s  
W hen the  c o m p an y  w a s  a sk e d  in 1974 i f  th e y  e x p e c te d  i n c r e a s e d  
c o m p e t i t io n  in  the  U .K .  f r o m  f i r m s  in  E E C  c o u n t r ie s  w ho c o u ld  
e x p an d  t r a d e  to the  U .K .  m a r k e t  fo l lo w in g  t a r i f f  r e d u c t io n s  due 
to B r i t i s h  a d h e r e n c e  to  the  c o m m u n ity ,  t h e i r  a n s w e r  w a s  "no  
th ey  d o n ' t  e x p e c t  th a t" .
In 1976 w h en  the  c o m p an y  a s s e s s e d  th e i r  a n s w e r  in  r e l a t i o n  to  
th a t  q u e s t io n  th e i r  a n s w e r  w a s  th a t  th i s  c o m p e t i t i o n  h a s  n o t  
i n c r e a s e d ,  and th ey  a r e  n o t  e x p e c t in g  i t  to  i n c r e a s e .
In the a u to m o tiv e  s id e  p a r t i c u l a r l y ,  b e c a u s e  E n g l i s h  b u y e r s  a r e  
v e r y  c o n s e r v a t iv e  they , th e  C o m p e t i t o r s ,  f in d  i t  h a r d  to  
p e n e t r a t e  the  U .K .  m a r k e t ,  w h e r e  F e r o d o  h av e  e s t a b l i s h e d  l in e s  
of con tac t;  F e r o d o ' s  i n t e r e s t  in the  U .K .  i s  so s t ro n g ,  and  th e i r  
s t r e n g th  in  G e rm a n y  is  b e c a u s e  of t h e i r  s t r e n g th  i n  the  U .K .
F r o m  the te c h n o lo g ic a l  p o in t  of v iew  the  G e r m a n 's  B r a k e  d e s ig n s  
a r e  fu n d a m e n ta l ly  d i f f e r e n t  f r o m  B r a k e  d e s ig n s  in  th is  c o u n t ry ,  
so  the  G e r m a n s  d e s ig n  of B r a k e  n e e d s  lo w e r  f r i c t i o n  l in e  b e c a u s e  
the  b o o s t  f a c to r  o f  the  B r a k e  is v e r y  h ig h .  T he G e r m a n s  (F e r o d o  
m e n t io n  the G e r m a n s  b e c a u s e  th e y  a r e  th e  b ig g e s t  m a n u fa c tu r  e r s  
of f r i c t i o n  m a t e r i a l s  in  the  E E C ,  o u ts id e  th i s  c o u n try )  in  
p a r t i c u l a r  do n o t  m a k e  a f r i c t i o n  m a t e r i a l  o f  the  r i g h t  s o r t  of 
f r i c t i o n  p r o p e r ty  to b e  s u i ta b le  fo r  v e h ic l e s  in th e  U .K .  F e r o d o  on 
the o th e r  hand  do m ak e  a s u i ta b le  f r i c t i o n  m a t e r i a l  fo r  G e r m a n y .
15 .
M eth o d s  of m a r k e t in g  an d  d i s t r ib u t io n  in  the ex ten d e d  m a r k e t  
In  1974 w h en  the  co m p an y  w as  a s k e d  i f  they  in ten d ed  to ch an g e  th e i r  
m e th o d s  of m a r k e t in g  and  d is t r ib u t io n  in the e x ten d e d  m a r k e t ,  they  
a n s w e r e d  " y e s  we d o " .
In 1976, w hen  the c o m p an y  w as  a s s e s s e d ,  th ey  in d ic a te d  th a t  the  
G e r m a n  com pany  i s  the f i r s t  e x am p le  of m o v e s  th ey  h a v e  t a k e n  to 
c a p i t a l i s e  on  m e m b e r s h i p  of the  E E C .  T h e y  d o n ' t  th ink  th ey  w i l l  
do any m o r e  to lo o k  a t  E u r o p e  a s  an  E x p o r t  M a r k e t  o f  B r i t a i n ,  b u t  
r a t h e r  a s  a  m a r k e t  p a r t  of an  in t e r n a t io n a l  o p e r a t io n .  B y  i t ' s  
n a t io n a l  o p e ra t io n  an d  a s s o c i a t i o n  w ith  th e  F r e n c h  cuid th e  I t a l i a n s ,  
p a r t i c u l a r l y ,  t h e r e  i s  n o  m o r e  sco p e  fo r  e s ta b l i s h in g  a n y  f u r t h e r  
m a n u f a c tu r e .  T he  I ta l i a n s  supp ly  v e r y  f r e e l y  in to  the  o th e r  
m e m b e r  c o u n t r ie s  of th e  E E C ,  an d  in  so m e  c a s e s  i t e m s  w h ich  
th ey  m a n u fa c tu r e  in  the Ü .K .  a r e  sh ip p ed  h e r e ,  b e c a u s e  of t h e i r  
p r o x im i ty ,  th e i r  v o lu m e ,  an d  be  c a u se  of th e i r  c a p a c i ty  and o r d e r  
s i t u a t i o n , e n a b l in g  th e m  to  do s o .  So one i s  c o m p lim e n t in g  the  o th e r  
a l r e a d y ,  b u t  F e r o d o  d o n ' t  j u s t  look  a t  it f r o m  the  E E C  p o in t  of v iew , 
b e c a u s e  th ey  a l s o  in te n d  to an d  a r e  sup p ly in g  in to  E u r o p e  f r o m  
F e r o d o  S pa in , F e r o d o  In d ia ,  and  F r a n c e .  (In  F r a n c e  th ey  on ly  
h a v e  a m in o r i ty  s h a r e  of the  e q u i ty ,  i t  i s  the  b ig g e s t  s in g le  ho ld in g , 
so th e y  s a id  d is c o u n t  th a t  f r o m  th e  p o in t of v iew  of th e  d i s c u s s io n ,  b u t  
th e y  in d ic a te d  th a t  Ind ia  and  S pa in  a r e  v e r y  l a r g e  s u p p l i e r s  in  the 
E E C . )
T h e  a b i l i ty  of the  co m p an y  to  s e l l  the  s a m e  k ind  of p ro d u c t  in  the 
e x ten d e d  m a r k e t .
W hen  the co m p an y  a n s w e r e d  the  p r e l i m i n a r y  q u e s t io n n a i r e ,  in  
1974, the  a n s w e r  to  the q u e s t io n  of th e i r  a b i l i ty  to  s e l l  the  s am e  
k ind  of p ro d u c t  in  the  e x te n d e d  m a r k e t  w a s  p o s i t iv e .  In the  a s s e s s ­
m e n t  s tage  in 1976 th ey  e x p la in e d  th a t  i t  w a s  s t i l l  the s a m e .
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T h e  in te n t io n  of the  co m p an y  to in v e s t  d i r e c t ly  in the  E E C  
c o u n t r i e s  by  lo c a t in g  a  new p la n t  in  th e m  '
In 1974 the  com pany  a n s w e re d  the  in te n t io n  to  in v e s t  d i r e c t ly  in  any
of the E E C  c o u n t r ie s  by  a n eg a tiv e  r e s p o n s e .
W hen  i t  w as  a s s e s s e d  in  1976, the  co m p an y  in d ic a te d  th a t  no
in v e s tm e n t  has  ta k en  p la c e ,  and  t h e r e  w a s  s t i l l  no in te n t io n  of
new  d i r e c t  in v e s tm e n t .
E c o n o m ie s  of S c a le s
R a n k  1. A b il i ty  to  a c h ie v e  te c h n ic a l  s e c o n o m ie s  by  l in k in g  to g e th e r  
p r o c e s s e s  i n  one p ro d u c t io n  u n i t .
R a n k  2. A b il i ty  to  u s e  m o re  s p e c ia l i s e d  and s o p h is t i c a te d  
equ ip  ment.
In 1974 the com pany  had  o b ta in e d ,  o r  e x p e c te d  to o b ta in  th o s e  f o r m s  
of e c o n o m ie s  of s c a l e s ,  and  i t  r a n k e d  it  a s  No. 1 and  N o . 2 am ong  
the a p p l ic a b le  fo r m s  of e c o n o m ie s  of s c a l e s .
In 1976 th ey  e x p la in ed  th a t  e c o n o m ie s  of s c a le  h a v e  b e e n  a f a c to r  
w ith  th e m  on  p ro d u c t io n ,  an d  in  u s in g  the U n iv e r s i ty  of M a n c h e s te r  
S tu d ie s ,  th ey  a c h ie v e d  e c o n o m i e s  of s c a l e .  T h ey  h a v e  p u t  in  new  
p r o d u c t io n  l in e s  fo r  b ra k e  l in in g ,  a c o m p le te ly  new p r o d u c t io n .  T h is  
h a s  b e e n  ju s t i f ie d  by the  E E C  e n t r y ,  b u t  th ey  s t a t e d  th a t  th i s  w ould  
h av e  gone in anyw ay w ith o u t  the  E E C . T h e  E E C ,  w ith  th e  G e r m a n  
c o m p a n y ,  h a s  given th e m  ju s t i f i c a t io n  in  a  s h o r t  s p a c e  of t im e .
In th e o ry ,  the  e x p e c ta t io n s  of the  i n c r e a s e  of s a l e s ,  the  p ro d u c t io n  
c a p a c i ty ,  and  the  m o r e  v o lu m e  they  h a v e ,  the  m o r e  the  com pany  
a c h ie v e s  e c o n o m ie s  of s c a l e s  in  th e s e  r e s p e c t s .  T h e  d if f icu l ty  h e r e ,  
f r o m  th e i r  p o in t  of v iew  in p lan n in g  p ro d u c t io n ,  i s  th a t  a  g r e a t  d e a l  
of th e i r  b u s in e s s ,  p a r t i c u l a r l y  on  the  e x p o r t  s id e ,  ab o u t 28% i s  
o r ig in a l  e q u ip m e n t .  O r ig in a l  e q u ip m e n t  a c c o u n ts  a r e  b ig ,  b u t  they  
a r e  v u ln e r a b l e ,  so  F e r o d o  cou ld  g e t  an  a c c o u n t  w h ich  m ig h t ,  in  
t e r m s  of tu r n o v e r ,  g ive  th e m  s o m e th in g  l ik e  £ 1 5 , 000 a m on th , 
and th ey  could  lo se  th a t  if som ebody  e l s e  p ro d u c e d  a b e t t e r  
m a t e r i a l .  It i s  v e r y  d if f icu l t  to  p la n  p r o d u c t io n  on o r ig in a l  e q u ip ­
m e n t ,  p ro d u c t io n  can  be p la n n ed  on r e p l a c e m e n t ,  w hich  is  w hat
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th e y  do . F e r o d o  tak e  th e  to ta l  t u r n o v e r ,  an d  p la n  t h e i r  p ro d u c t io n ,  
and  b u d g e t  t h e i r  t u r n o v e r  fo r  ab o u t  5 y e a r s  a h e a d .  If t h e r e  a r e  any  
sw eep in g  ch an g e s  in the  o r ig in a l  e q u ip m e n t  m a r k e t ,  th e n  th e s e  
w i l l  b e  w r i t t e n  in  to the b u d g e t  a s  a n  a m e n d m e n t  in  the  s h o r t  t e r m .
T h e  r e p l a c e m e n t  m a r k e t ,  the  o th e r  72% h o w e v e r ,  g iv e s  th e m  the 
m a jo r  c a l l  of t h e i r  t u r n o v e r ,  an d  th a t  f o r e c a s t  is  s u r p r i s i n g l y  s ta b le ,  
the  o r ig in a l  e q u ip m e n t  g ives  th e m  v a r i a b l e s  on t u r n o v e r . Now in  the  
E E C  F e r o d o  h av e  a v e r y  l a r g e  r e p l a c e m e n t  tu rn o v e r  in  B e lg iu m  and 
H o llan d , a n d  v i r t u a l l y  no o th e r  r e p l a c e m e n t  b u s i n e s s ,  e x c e p t  for 
I ta ly .  In I ta ly  th ey  have  th e i r  own f a c t o r y ,  b u t  w h e re  they  c a n ' t  
p ro d u c e  a  r a n g e  of p r o d u c t s  th e y  a r e  s u p p l ie d  f r o m  C h ap p ie ,  and  
the  I ta l ia n s  a c t  a s  th e i r  own s a l e s  a g e n ts ,  in  a s s o c i a t i o n  w ith  V e n d o rs  
of m any  y e a r s  s tan d in g .  T h e  two to g e th e r  look  a f te r  the  r e p l a c e ­
m e n t  m a r k e t  in  I ta ly ,  th ey  do q u ite  w e l l  w ith  m a t e r i a l s  w h ic h  th e i r  
ow n f a c to r y  c a n ' t  a m a k e ,  and  the  b ig  m a r k e t s  i n  the  E E C  a r e  
B e lg iu m  and H o l la n d .  G e r m a n y  i s  one of the v o lu m e  s e n s i t iv e  a r e a s .  
T h e y  r e c e n t ly  had  a c o n t r a c t  w ith  a  t r u c k  m a n u f a c tu r e r ,  w o r th  
ab o u t a q u a r t e r  m i l l io n  p o u n d s  a y e a r .  T h e y  h av e  a l l  t h e i r  v e r y  
h e av y  t r u c k  b u s i n e s s ,  b u t  if a n o th e r  G e r m a n  m a n u f a c tu r e r  c o m e s  
in  w ith  so m e th in g  s u b s ta n t ia l ly  c h ea p e  r ,  and  b e t t e r ,  th e n  th ey  
cou ld  lo s e  p e r h a p s  a l l ,  o r  a c o n s id e r a b l e  p ro p o r t io n ,  of th e i r  c o n t r a c t .  
So r e g a r d i n g  eco n o m y  of s c a l e ,  th e y  fo u n d  i t  a v e r y  d i f f ic u l t  th ing  
to p la n  w ith  th a t  s o r t  of v o lu m e .  T h e y  h av e  a n t ic ip a te d  on t h e i r  5 
y e a r  b u d g e t  w h a t  they  w i l l  be do ing  and  h a v e  p u t  in  a  p la n t  to  m a tc h ,  
the  a f f e c t  th is  has  h a d  i s  th a t  t h e i r  d e l iv e r y  le a d  t im e s  v a r y .  T h e y  
a r e  fo r tu n a te ,  in th a t  th e y  h av e  n e v e r  got to the  s i tu a t io n  h av in g  
b e e n  s t ru g g l in g  fo r  o r d e r s ,  t h e i r  p la n t  h a s  a lw ay s  b e e n  u s e d  to  fu l l  
c a p a c i ty ,  in  a s  f a r  a s  la b o u r  r e l a t i o n s  w i l l  a l lo w , bu t t h e r e  have  
a lw a y s  b e e r  o r d e r f r  to a l lo w  the  p la n t  to  b e  u s e d  to fu l l  c a p a c i ty ,  
in  a s  fa r  a s  l a b o u r  r e l a t i o n s  w i l l  a l lo w , b u t  th e r e  have  a lw a y s  
b e e n  o r d e r s  to  a llow  the p la n t  to  be  u s e d  to  fu ll  c a p a c i ty .  T h e  only  
e f fe c t  of the ad d i t io n  of new p la n t ,  i s  th a t  the le a d  t im e s  h a v e  
s h o r te n e d  f r o m  5 m o n th s ,  to 3 m o n th s ,  to 2 m o n th s .  By m e e t in g  
d e m a n d  th ey  ten d  to g e n e r a te  d e m a n d ,  by a n  im p r o v e d  d e l iv e r y  
p e r f o r m a n c e ,  or as a  g e n e r a t o r ,  an d  th e y  a r e  now b a c k  to  fac ing
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a 5 m o n th ly  t a r g e t .  I t  w o u ld  b e  fo o l i sh  fo r  F e r o d o  to  say  w h a t  the  
f o r e c a s t  i s ,  in  J u ly ,  on f o r w a r d  le a d  t i m e s ,  b e c a u s e  i t  c o u ld  ch an g e  
fu n d a m e n ta l ly  w ith in  4 w e e k s .
R a n k  3. A b il i ty  to  u s e  l a r g e r  p la n  a t  lo w e r  c a p i t a l  c o s t .
T h e y  a r e  t r y i n g  to  r e l a t e  th is  to the  E E C ,  b u t  th i s  th e y  f in d  d i f f ic u l t ,  
an d  th e y  h ad  th i s  p la n n ed  b e fo re  B r i t i s h  m e m b e r s h i p  of the E E C .  
E E C  m e m b e r s h i p  i s  a f a c to r  but they  a r e  n o t  s u r e  th a t  i t  co u ld  be  
r e l a t e d  d i r e c t l y  to  t h i s .
E f f ic ie n c y
T h e  b e s t  a l lo c a t io n  of R e s o u r c e s
G e n e r a l l y  F e r o d o  cou ld  su p p ly  m a t e r i a l  f o r  any m a k e  of c a r ,  t r u c k ,  
b u s ,  an y  m a k e  of t r u n k  of p la n t .  T h a t  i s  ru n n in g  o p e r a t io n a l ,  and  
th ey  h av e  m o d if ie d  th e i r  o p e r a t io n  q u ite  c o n s id e r a b ly  n o w  th e y  s e l l  
f r o m  a  c a ta lo g u e .  T h e y  know w h a t  i t e m s  th e y  c a n  m a k e  r e a s o n a b ly  
w e l l ,  th e y  know w h e re  th e y  h av e  p r o b le m s ,  and so th ey  t r y  to  duck  
out of su p p ly in g  c e r tad n  i t e m s  a l to g e th e r ;  th e y  s a y  " s o r r y  w e c a n ' t  to u c h " .  
5 o r  6 y e a r s  ago  th ey  w o u ld  h av e  t r i e d  to  m a k e  i t ,  now  th e y  d o n ' t .
T h e y  m a n u fa c tu re  fo r  th e  f a s t  r u n n e r s ,  th e y  m a n u f a c tu r e  in  m a t e r i a l s  
w h ich  a r e  e a s y  to  m a k e ,  an d  w hich  len d  t h e m s e lv e s  to  v o lu m e  
p ro d u c t io n ,  th ey  d o n ' t  e n t e r t a i n  r e q u e s t s  fo r  s p e c ia l  f o r m u la t io n  
m a t e r i a l .  If t h e r e  i s  a m a t e r i a l  w hich  th e y  r e c o m m e n d ,  w h ich  
th e y  know th ey  c a n  m a k e  w e l l ,  and  ch eap ly ,  and  w h ic h  th e y  c a n  m a k e  
in  v o lu m e , th a t  in  i t s e l f  i s  m u ch  m o r e  p r o f i t a b l e .
P r  od u c tiv ity  R a tio
A s  f a r  a s  to ta l  o u tp u t  p e r  m a n  is  c o n c e rn e d ,  d e v e lo p m e n t  w o r k  h a s  
b e e n  s u c h  th a t  i t  h a s  only i n c r e a s e d  m a r g in a l ly  o v e r  the l a s t  5 y e a r s .
T h is  i s  b e c a u s e  d u r in g  d e v e lo p m e n t  w o rk  F e r o d o  h a v e  b e e n  
e s ta b l i s h in g  new  job r a t e s ,  an d  th i s  h a s  m e a n t  the b u lk  of the  
p ro d u c t io n  h a s  b e e n  c a r r i e d  th ro u g h  a t  s t a n d a r d  w o rk  r a t e s ,  and  
n o t on b o n u s .
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T h e  A d v a n ta g e s  o f  B r i t a i n ' s  e n t r y  in to  the  E E C ,  in  the  c a s e  
of the C o m p an y
A p a r t  f r o m  the i n c r e a s e d  s a l e s  w h ich  the c o m p an y  e x p e c te d ,  and  
w h ich  h a v e  m a te r i a l i s e d ,  the  m a in  ad v an ta g e  i s  g e t t in g  a n  
i n t e r n a t i o n a l  im a g e ,  a n d  p r e s t i g e ,  f r o m  a s s o c i a t i o n  w ith  
E u r o p e a n  m a n u f a c t u r e r s ;  m o r e  th an  th e y  ge t by i s o la t io n  w ith in  th is  
c o u n t ry .  S e ll in g  only p a r t s  to B r i t i s h  c a r s ,  and look ing  only a t  the  
U .K .  m a r k e t ,  w ith  i t s  r e d u c e d  r a t e  of B r i t i s h  c a r s  in r e l a t i o n  to the 
v e h ic le  p o p u la t io n ,  w ou ld  m a k e  th e m  l o s e r s .  B y  e s ta b l i s h in g  
E u r o p e a n  id e n t i ty ,  an d  by h av in g  F r e n c h ,  S w ed es ,  G e r m a n s ,  
I t a l i a n s ,  ta lk in g  f a m i l i a r l y  ab o u t t h e m ,  b e c a u s e  F e r o d o  h a s  
o r ig i n a l  e q u ip m e n t  in th e i r  c o u n t r i e s ,  th e y  g e t  a r e p u ta t io n  w hich  
th e y  c o u ld  n o t  ge t a s  a  p u r e ly  U .K .  su p p ly ,  so F e r o d o  h av e  t r i e d
M
to  E u r o p e a n i s e  t h e i r  c o m p a n y .  T h e y  d o n ' t  b o th e r  too  m u c h  w ith  the  
A m e r i c a n s ,  th ey  d o n 't  b o th e r  t ry in g  to  g e t  o r ig in a l  e q u ip m e n t  on 
C h e v o r o l s  o r  B e w ic k s ,  i t  i s  too  d if f icu l t ,  u n p ro f i ta b le ,  an d  th ey
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cou ld  n o t  m e e t  the  v o lu m e .  E u r o p e a n  c o n ta c t  i s  v a s t l y  im p o r t a n t  
to  th e m , n o t  only fo r  s a l e s ,  b u t  fo r the  o th e r  f a c to r  m e n t io n e d  
b e f o r e ,  e s p e c i a l l y  b e c a u s e  i t  e n a b le s  th e m  to  ge t in to  th e  F a r  E a s t ,  
the  n e a r  E a s t ,  and , p a r t i c u l a r l y ,  in to  A f r i c a .
In th e se  m a r k e t s ,  th ey  can  a rg u e  th a t  th ey  r e c o m m e n d  su ch  and
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su ch  a m o d e l ,  and  d is c  b r a k e  w h ich  is  a p p ro v e d  by  Opef*- O pel 
know th is  l in in g ,  O pel a c c e p t  t h i s  l in in g ”. T h is  g iv e s  th e m  a v e r y  
good b a r g a in in g  p o s i t io n ,  so i t  i s  an  a d v a n ta g e .
T o  s u m m a r i s e  th is  p o in t ,  going into E u r o p e  and  p a r t i c ip a t in g  and 
b e in g  a s s o c i a t e d  w ith  o th e r  E u r o p e a n  c o m p a n ie s  w i l l  g ive  th e m  a 
p r e s t i g e  w h ich  c a n  h e lp  th e m , h e n c e f o r th ,  in  the  r e s t  of the 
W o r ld .
T h e y  th in k  th e r e  i s  a h id d e n  b e n e f i t  f r o m  know ing E u r o p e ,  w hich  
th ey  f e e l  on the s a le s  s id e .  I t  i s  a q u e s t io n  of say in g  th a t  th e i r  
B r a k e  l in e s  a r e  r i ^ t  fo r  VW, r i g h t  fo r  S c a n ia  V a g e r s ,  to  b e  ab le  
to ta lk  f a m i l i a r l y  abou t E u r o p e ,  hav ing  t r a v e l l e d  and  s e e n  o th e r
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p e o p le  in E u r o p e .  T h e y  d o n ’t  th in k  of F r a n c e ,  p a r t i c u l a r l y ,  in  
an  i n d u s t r i a l  c o n te x t ,  th e y  c o n s id e r  i t  a s  p a r t  of th e  E E C ,  the 
F r e n c h  th in k  o f  B r i t a i n  s t i l l  a s  a n  o u t s id e r ,  no t  in  the  s e n s e  th e y  
th in k  of G e r m a n y ,  o r  I t a ly ,  So  to  be  a b le  to  ta lk  f a m i l i a r l y  a b o u t  
G e r m a n  c o n ta c ts ,  ab o u t  o n e ’s G e r m a n  th in k in g ,  a b o u t  o n e ’s F r e n c h  
th in k in g ,  an d  so  on, i s  v e r y  im p o r t a n t .
T h e  D is a d v a n ta g e s  o f  B r i t a i n ' s  e n t r y  in to  the  E E C  in  the  c a s e  of 
th e  C o m p a n y .
T h e r e  a r e  n o n e .  T he  only  d is a d v a n ta g e  w o u ld  b e ,  of c o u r s e ,  th e  
c o m p e t i t io n  on the  i m p o r t  s id e  to  the  U .K .  b u t  th ey  a r e  n o t  
g e t t in g  su ch  c o m p e t i t io n .  T h e y  th in k  th i s  i s  e x c e p t io n a l  to t h e i r  
p a r t i c u l a r  i n d u s t r y  of b r a k e  l in in g s ,  th ey  d o n ’t  th in k  i t  w o u ld  b e  
t r u e  of o th e r  c o m p o n e n ts .  T h e  c o m p an y  th in k s  th a t  i f  th ey  w e r e  
s e l l in g  w a sh in g  m a c h in e s  ( c o n s u m e r  goods) th ey  w ou ld  n o t  f e e l  so 
h appy  a s  th e y  a r e .
T h e  N eed  fo r  c e r t a i n  s t a n d a r d s  o r  q u a l i f i c a t io n s  to  m e e t  th e  
r e q u i r e m e n t s  of the  E E C  M a r k e t ,  o r  the  r e q u i r e m e n t s  of any  
le g i s l a t i o n  c o n c e rn e d .
T h e  only  e x c e p t io n  w ou ld  be  in  fan  b e l t s  w h e r e  the E E C  
c o u n t r i e s ,  w o rk  in  m i l l i m e t r e s ,  an d  m a n u f a c t u r e r s  s ta m p  th e i r  
fan  b e l t s  w ith  the  m i l l i m e t r i c  s iz e ,  w h ich  F e r o d o  d o n 't  do, th is  i s  
a s t r o n g  d is a d v a n ta g e ,  and th ey  a r e  lo s in g  s a l e s  on  fan  b e l t s ,  fo r  
th i s  r e a s o n .  W h e re  b r a k e  l in in g s  and  d i s c  b r a k e  c lu tc h e s  a r e  
c o n c e rn e d ,  th ey  w o r k  b y  r e f e r e n c e  n u m b e r  n o t  by  s iz e ,  F e r o d o  
u se  the  s a m e  r e f e r e n c e  n u m b e r  a s  the E E C  do. F e r o d o  have  
d e v e lo p e d ,  or fo r m u la te d ,  a  new  b r a k e  l in in g ,  w h ich  is  a  v e r y  s o l id  
f o r m a t io n ,  but an  a d a p ta t io n  f o r m u la t io n  to  m e e t  the n ew  E E C  
r e q u i r e m e n t s ,  in t r o d u c e d  about a  y e a r  ag o , and a l r e a d y  on t e s t  i n  
s e v e r a l  E u r o p e a n  c o u n t r i e s  and  known by  th e m  a s  the  E E C  l in in g .  
T h e y  s h a l l  be  w o rk in g  v e r y  s t r i c t l y  to E E C  le g i s l a t i o n ,  and f ig h t  
fo r  th e  b e n e f i t s  of w h a te v e r  m a t e r i a l s  a r e  a p p ro v e d  fo r  E E C
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a p p l ic a t io n  to b e  a u to m a t ic a l ly  p a s s e d  on to  th e i r  H om e M a r k e t  .
T h e  E E C  lin in g  is  m a d e  s p e c i f i c a l ly  fo r  the  E E C  C o n d it io n ,  w ith  
the  b a c k la s h  of h o m e  s a le s  c o n su m p t io n ,  a s  h o m e  s a le s  tu r n o v e r  
i s  r a t h e r  m o r e  th an  e x p o r t s .
T h e  e x p o r t  s id e  ab o u t  one th i r d  of the  tu r n o v e r ,  b u t  the  h o m e s  
s a l e s  peop le  w o u ld  u s e  the E E C  f o r m u la t io n s  th ro u g h o u t .
T h e  N eed  to b u i ld  up new  m a r k e t in g  an d  s e r v i c e s  f a c i l i t i e s  a f te r  
th e  U .K ,  h a s  jo in e d  the c o m m u n ity .
A p a r t  f r o m  the G e r m a n  o ff ice ,  in  E u r o p e ,  th ey  th in k  th e y  h av e  the  
b e s t  a v a i l a b le  in  e a c h  o f  the  E E C  c o u n t r i e s ,  of the  fu lly  n a t io n a l  
d i s t r i b u t o r s ,  i . e .  in  H o llan d , B e lg iu m  a n d  I ta ly .
G e rm a n y  and  F r a n c e  a r e  e x c e p t io n a l ,  in  t e r m s  of th e i r  e x p o r t s ,  
in  c o m p a r i s o n  w ith  B e lg iu m  and  H o lla n d .  E x c e p t io n a l  f o r  two 
r e a s o n s ;  f i r s t  th e r e  is  a  v e r y  s t r o n g  c o n n e c t io n ,  the  seco n d  th a t  
t h e r e  i s  a  v e r y  b ig  d o m e s t ic  i n d u s t r y  in  c o m p e t i t io n  w ith  th e m  in  
b o th  c o u n t r i e s .  In the  o t h e r  m a r k e t s  th e y  a r e  v e r y  s t r o n g .  N a t io n ­
w id e  th ey  have  v e n d o r s ,  w ith  d i s t r i b u t o r s ,  th ro u g h o u t  th e  w hole  
c o u n t ry .
Now, b e c a u s e  B r i t a i n  jo in e d  the  E E C ,  F e r o d o  a r e  m o re  c o m p e t i t iv e  
( p r i c e - w i s e  fo r  t a r i f f  re d u c t io n )  and w i l l  be i n c r e a s in g ly  so ,  F e r o d o  
e x p e c t  to g e t  a n  i n c r e a s e ,  and  th i s  is  w h e r e  the  11-15% c o m e s  
in  w ith  the  V e n d o r s .  In  D e n m a r k  th e y  have  a new  A gen t,  a n d  a l s o  
th ey  have  a g e n ts  in  B e lg iu m  an d  H o llan d , a n d  th e  p a r t n e r s h i p  th a t  
th e y  h av e  o p e ra t in g  in  I ta ly .  So in  th o s e  m a r k e t s  t h e r e  i s  n o  change  
of m a r k e t in g  f a c i l i t i e s ,  a s  th e y  h a v e  go t the  r ig h t  peop le  w ith  the 
r i g h t  d i s t r ib u t io n  f a c i l i t i e s  a t  the  m o m e n t .
In G e rm a n y ,  w h e r e  th ey  have  h a d  to  m e e t  the  w e ig h t  of the lo c a l  
m a n u f a c t u r e r s ,  they  h av e  had  to g e t  r i g h t  in  a m o n g s t  th e m .  F e r o d o  
h av e  a w a re h o u s e  now  in  G e r m a n y  in  V is b a h d e n ,  th ey  h av e  ju s t  
o p e n ed  up  a n  o ff ice  in  M unich  , a n d  the p o s s ib i l i ty  of a n o th e r  b r a n c h  
o ff ice  to  be o p en ed  in  H a m b u rg ,  b u t  n o t  f o r  m a n u f a c tu r e ,  s o  w a r e ­
h o u s e s  in  H a m b u r g  and  V isb a h d e n  w i l l  be  s to c k e d  fo r  su p p l ie s  fo r
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F e r o d o  F r a n c e ,  F e r o d o  E n g la n d ,  F e r o d o  S p a in ,  an d  F e r o d o  I ta ly .
T h e  b u r d e n  of a d d i t io n a l  w o rk  r e q u i r e d  a f t e r  B r i t a i n ' s  e n t r y  in to  the 
E E C
T h e y  have  a s e c t io n  e n t i r e ly  d e v o te d  to  l i a i s o n  w ith  G e r m a n y ,  a new  
r e s p o n s ib i l i t y  added  to the m a n  in  c h a r g e ,  who s p e n d s  m o r e  and  m o re  
t im e  w o rk in g  w ith  th e i r  G e r m a n  M a n a g e r ,  and  h a s  n o th in g  e l s e  to 
do w ith  the  s ta ff .  He lo o k s  in to  G e r m a n  r e g u la t i o n s  and  the E E C  
r e g u la t io n s  p a r t i c u l a r l y .  So i t  i s  n o t  in v o lv in g  a  g r e a t  d e a l  of e x t r a  
w o rk ,  e x c e p t  to  a c c o m m o d a te  th i s  a r r a n g e m e n t  w ith  G e r m a n y .  T h ey  
w o u ld  n o t  be  ab le  to do th is  w ith o u t  th e i r  G e r m a n  s ta f f ,  b u t  h a v in g  
th e i r  r e g u la r  G e r m a n  s ta f f ,  t h e r e  i s  a  s o r t  of c o - o r d in a t io n ,  th ey  tak e  
the  r e c o m m e n d a t io n s ,  and  the  r e g u la t i o n s ,  th a t  co m e  in ,  an d  fe e d  
th e m  to t h e i r  a s s i s t a n t  and s e e  how i t  w i l l  a f f e c t  th e i r  p r e s e n t  
th in k in g .  T h e y  a r e  a c t in g  a s  m e n  on th e  sp o t .
A ny  o th e r  b a r r i e r s  to  e n t r y  w h ic h  a r e  in  fo r c e  in an y  of the  E E C  
c o u n t r i e s  by t h e i r  n a t io n a l  la w s
T h e  G e r m a n s  u s e d  to h av e  a G o v e r n m e n ta l  C e r t i f i c a t e  f o r  B r a k e  
L in in g s ,  w h ich  w e r e  r e q u i r e d  to  p a s s  the t e s t s  of the G e r m a n  
s t a n d a r d s ,  bu t in  the  E E C  th a t  h a s  b e e n  p h a s e d  o u t .  W ith  the  
m e m b e r s h i p  of th e  E E C ,  F e r o d o  have  h ad  to  c h an g e  a l l  th e i r  
a g e n c y  a g r e e m e n t s  to  m e e t  the  E E C  r e g u l a t i o n s  (the  n o n - e x h ib i t r y  
c l a u s e s  e t c . )
T h e  P r e p a r a t i o n  the  C o m p an y  to o k  to m e e t  the  r e q u i r e m e n t s  of th e  
e x te n d e d  m a r k e t ,  in  the  know ledge  th a t  th e  U .K .  w o u ld  jo in  th e  
c o m m u n ity .
T h e y  d id n 't  m a k e  any p a r t i c u l a r  p r e p a r a t i o n s ,  th ey  d id n 't  r e ­
o r g a n i s e  th e m s e lv e s  fo r  m e m b e r s h i p  of the  E E C , in  t e r m s  of 
p ro d u c t io n ,  o r  in v e s tm e n t  in  c a p i ta l .  T h e r e  a r e  ch an g e s  in  the 
G e r m a n  o p e ra t io n ,  and  the I t a l i a n  f a c to r y ,  b u t  not in  the U .K .  In 
any  e v e n t  F e r o d o  took  the  d e c is io n  to p u t  in  a  new tech n o lo g y  
p r o c e s s i n g  p lan t,  the d e c is io n  w a s  m ad e  b e fo re  they  jo ined  the E E C ,  
p r o b a b ly  ev en  b e fo re  the  U .K .  ta lk e d  a b o u t the  E E C .  T he  d e c i s io n
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to  i n v e s t  w a s  t h e r e ,  b e c a u s e  w o r ld w id e  s a le s  h ad  b e e n  
b u o y a n t ,  an d  the  D i r e c t o r s  a lw ay s  took  the  v ie w  th a t  the long t e r m  
n e e d  fo r  f r i c t i o n  w a s  going to  tak e  p la c e  o v e r  a t  l e a s t  a 20 
y e a r  p e r i o d .  W ith  E E C  o r  no E E C ,  the  c a p i t a l  in v e s tm e n t  h ad  
b e e n  m a d e  fo r  m uch  g r e a t e r  p ro d u c t io n .  F e r o d o  i n c r e a s e d  the 
c a p a c i ty ,  to i n c r e a s e  p ro d u c t io n  c o n s id e r a b ly  i n  the  e x is t in g  p la n t ,  
w ith  in v e s tm e n t  in  s to c k  ho ld ing  in v e n to ry  in  E u r o p e .  T he  s c a le  
of the I ta l ia n  f a c to r y  w a s  i n c r e a s e d ,  to g e th e r  w ith  m o r e  in v o lv e ­
m e n t  in o th e r  E E C  c o u n t r i e s ,  a s  a d i r e c t  r e s u l t  of the  E E C  m e m b e r ­
sh ip .
T h e  B e n e f i t s  the  co m p an y  o b ta in ed  out of the t r a d e  a g r e e m e n t s  b e tw ee n  
the  E E C  and the  o th e r  c o u n t r i e s  in  the W o r ld
T h e  c o m p an y  h a s n ' t  b e n e f i te d  o u t of th e s e  in  f a c t  the  co m p an y  l o s t  f r o m  
m e m b e r s h i p  a t  the  E E C .  T h e s e  a r e a s  u s e d  to b e  a  B r i t i s h  p r e f e r e n c e  
and  h av e  b e e n  s u p e r c e d e d  by th is  a s s o c i a t i o n  w ith  the  E E C .  So w h e re  
th e y  w e r e  ab le  to  supp ly  to  p la c e s  su ch  a s  E a s t  A f r i c a ,  T r in id a d ,  and  
J a m a i c a ,  a t  a p r i c e  ad v an ta g e ;  a s s u m in g  th e i r  p r i c e s  to be  the  s a m e ,  
th en  p e r h a p s  w ith  a  d i f f e r e n c e  of 20% on the  t a r i f f ,  th ey  h a v e  l o s t  th e  
p r i c e  edge , w h ich  m e a n s  th e y  have  lo s t  a  c e r t a i n  am o u n t  of a p p e a l  
to  E u r o p e a n  m a n u f a c t u r e r s .  So th a t  w ou ld  be  a  d is a d v a n ta g e ;" i f  th ey  
cou ld  have  k e p t  B r i t i s h  p r e f e r e n c e ,  a lo n g  w ith  m e m b e r s h i p  of th e  
E E C ,  then  th a t  w ould  h a v e  b e e n  b e t t e r .
A n o th e r  p o in t  of why th e  c o m p an y  h a s n ' t  b e n e f i te d  ou t  of th is  a g r e e ­
m e n t  is  th a t  a l l  the  c o m p e t i to r s  a r e  E E C  m e m b e r s ,  on a n  i n t e r ­
n a t io n a l  f ro n t .  T he  A m e r i c a n s  only  e x p o r t  6% of the  p r o d u c t s  of 
f r i c t i o n  m a t e r i a l s ,  so  th e y  d o n ’t co u n t,  th e  J a p a n e s e  h a v e n ' t  r e a l l y  
gone in to  th e s o r t  of l in e  th a t  F e r o d o  a r e  in v o lv ed  in , in  a n y  g r e a t  
s c a le ,  so the  C o m p an y  is  only  c o n c e rn e d  w ith  E u r o p e a n  m a n u f a c t u r e r s ,  
and  only  w ith  E E C  m a n u f a c t u r e r s ,  th e r e  a r e  none in  E u r o p e  o u ts id e  
T h e i r  c o m p e t i t io n  c o m e s  a lm o s t  e n t i r e ly  f r o m  D e n m a r k ,  U .K .  
and  G e r m a n y .  T h o se  a r e  the  big r e t a i l  f r i c t i o n  m a t e r i a l  m a n u f a c t u r ­
ing  c e n t r e s  on w o r ld  e x p o r t s ,  50% of the  w o r ld 's  b r a k e  l in in g s
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f r o m  the E E C ,
T h e  e f fe c t  of the  p e r f o r m a n c e  of the  B r i t i s h  e co n o m y  d u r in g  the  
l a s t  3 y e a r s  on the  c o m p a n y 's  e x p o r t s  to the  E E C .
T h e  C o m p an y  d ra w s  d i f f e r e n c e s  b e tw e e n  the p e r f o r m a n c e  of the
B r i t i s h  e co n o m y  and the m o v e m e n ts  in  t h e i r  own T r a d e .  T h e i r
t r a d e  s e e m s  to have  gone th ro u g h  two p h a s e s ,  ab o u t 4 y e a r s  ago
th e y  found i t  p r e t t y  d if f ic u l t  to  c o m p e te ,  b e c a u s e  a t  th a t  t im e  the
te c h n o lo g ic a l  p r o c e s s  w a s  n o t in  fu l l  sw in g , and  F e r o d o  w e r e  m a k in g ,
"  IIto  som e e x ten t ,  b y  knife  an d  fo r k  m e th o d s .  T h e y  f e l t  c o m p e t i t io n ,  
p a r t i c u l a r l y  f r o m  o th e r  E E C  c o u n t r i e s ,  w h e r e  the in v e s tm e n t  in 
p la n ts  and  the  u t i l i s a t io n  o f  l a b o u r ,  w a s  of a  p r e t t y  h igh  o r d e r ,  an d  
F e r o d o  found  th a t  th o se  p e o p le  w ou ld  su p p ly  w ith  low p r i c e s ,  an d  
s t i l l  m a k e  a r e a s o n a b le  p r o f i t  r e t u r n .  W hen  E u r o p e a n  c o u n t r i e s  
s t a r t e d  s t r e n g th e n in g  th e i r  e c o n o m ie s  a g a in s t  s t e r l i n g ,  the 
s i tu a t io n  swung to s o m e  e x te n t  in  the  C o m p a n y 's  f a v o u r ,  b u t  fo r  a 
t im e  th ey  d id n ' t  tak e  fu l l  a d v a n ta g e  of the d e v a lu a t io n  of s t e r l i n g .
T h e y  did tak e  ad v an ta g e  of i t s  c h eap n e  s s  and  th e y  did p r e t t y  w e l l  fo r  
a p e r io d ,  b u t  th is  c o in c id e d  w ith  the  i n c r e a s e  in  in f la t io n  in  th is  
c o u n try ,  w ith  the  h ig h  la b o u r  co s ts ,  th e  s i tu a t io n  s t a r t e d  to  sw ing 
aw ay  f r o m  th e m  a g a in .  T h e  p o s i t io n  r i g h t  now  i s  th a t ,  th e y  tak e  
g e n e r a l ly  ad v an ta g e  of d e v a lu a t io n  of c u r r e n c y  s t r a ig h t  w a w a y ,  
s e t t in g  u p  d i s t r ib u t io n  p o in ts ,  b u t  th i s  i s  going to ta k e  a t  l e a s t  two 
o r  t h r e e  y e a r s ,  to  be a b le  to  get the  b e s t  ou t of the  m a r k e t .
H ow  the  C om pany  looks  to  i t s  fu tu r e  in  th e  E E C
T h e y  see ,  e v e n tu a l ly ,  th a t  th e  G e r m a n  o p e r a t io n  w i l l  ta k e  a m o r e  
d o m in a n t  r o le  in the  E E C .  T h e y  w ou ld  s a y  th a t  p ro b a b ly  in  4, 5, o r  6 
y e a r s  t im e ,  t h e r e  w i l l  b e  an  i n c r e a s e  in  the  s ta f f  in  the  G e r m a n  o ff ice , 
th e y  a r e  i n c r e a s in g  in  e x p e r i e n c e ,  and w i l l  ta k e  off a lo t  of F e r o d o  
U . K . ' s s h o u ld e r s  in c o - o r d in a t io n  of s e l l in g  in  E u r o p e  g e n e r a l ly .
T h e y  would a n t ic ip a te  th a t  the  G e r m a n  s a le s  s ta f f  m igh t go in to  
B e lg iu m  o r  H o lland , w h ich  th ey  d o n 't  do now . T h e y  w ould  a l s o  go
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o u ts id e  the  E E C , th ey  m ig h t  s e l l  in  P o la n d ,  in  I r o n  C u r ta in  
c o u n t r i e s  o r  in  C z e c h o s lo v a k ia ,  w hen  th e y  h av e  g r e a t e r  e x p e r t i s e ,  
and  m o r e  t im e  a t  t h e i r  d i s p o s a l .  Now, the  w ho le  of t h e i r  e n e r g i e s  
a r e  b e n t  in  ge tting  t h e i r  G e r m a n  s id e  o r g a n i s e d ,  w h ich  to  t h e i r  
m in d ,  h a s  the  b ig g e s t  p o te n t ia l  m a r k e t  a n y w h e re  i n  E u r o p e .  So 
F e r o d o  d o n ' t  s e e  m u ch  change , e x c e p t  i n c r e a s e d  in v e s t m e n t  in  
G e r m a n y ,  T he  i n c r e a s e d  in v e s t m e n t  t h e r e  i s  p h e n o m in a l ,  m o s t ly  
in  t e r m s  of s ta f f  and b u i ld in g ,  s o  th a t  i s  w h e re  m o s t  of the i n c r e a s e  
w i l l  b e  o v e r  th e  n e x t  2 o r  3 y e a r s .
In t i ie ir  I t a l i a n  f a c to r y  th e y  d o n ' t  th in k  th e r e  w i l l  b e  m u c h  m o r e  
in v e s t m e n t  fo r  the  f u tu r e ,  b u t  th e y  know a t  the  m o m e n t  th e y  have  
no f u r t h e r  p la n s  fo r  m a n u fa c tu r in g  p l a n t s .
R e g a r d in g  the  fu tu re  in v e s t m e n t  in  t e r m s  of jo in t  v e n tu r e s ;  th e y  
h a v e  no  p la n s  in  the  E E C  above  an d  o v e r  w ha t i s  a l r e a d y  th e r e  
( p a r t  of the  eq u ity  of t h e i r  B e lg iu m  d i s t r i b u t o r s  i s  ab o u t 40%,
"20% F e r o d o  E n g la n d  a n d  20% F e r o d o  F r a n c e "  the o th e r  60% i s  
B e lg ia n  r e v e n u e ) .
T h e  e f fe c t  of the  s ta t e  of the  c a r  in d u s t r y ,  w o r ld w id e ,  an d  in the  
U. K, in  p a r t i c u l a r  on  the  e x p o r t  of the  C o m p a n y  to  the  E E C .
In 1973 a f t e r  the  o il  c r i s i s  in  the  c a r  t r a d e ,  the  co m p an y  s u f f e re d  
c u tb a c k s .  T h e  O . E . ,  c o n t r a c t s  w e r e  y u ln e r a b l e ,  t h e r e  w e r e  c u t ­
b a c k s  f r o m  the c a r  m a n u f a c t u r e r s ,  b u t  no  c u tb a c k s  f r o m  the  t r u c k  
m a n u f a c t u r e r s  ; in  f a c t  th ey  h a d  an  i n c r e a s e d  c a l l  f r o m  th is  a r e a ;  
b u t  in  t e r m s  of v a lu e  s a l e s  in  the  E E C ,  ex c lu d in g  B r i t a in ,  c o n t r a c t s  
w e n t  dow n. T h e  U .K .  m a r k e t  h e ld  up v e r y  w e l l ,  F e r o d o  w e r e  
c o m p e n s a te d  b y  a n  i n c r e a s e d  c a l l  f o r  c o m m e r c i a l  v e h ic le  c o m p o n e n ts ,  
b u t  d u r in g  the  w o r s t  m o n th s  th ey  s u f f e r e d  b a d ly  f r o m  c a n c e l l e d  
o r d e r s .  H ow ever  w hen  a c o m p a n y  h a s  ab o u t  a  28% s h a r e  in  o r ig in a l  
e q u ip m e n t ,  the  f a c t  th a t  o th e r  m a r k e t s  s ta y  f a i r l y  b u o y a n t  m e a n  
th a t  the  co m p an y  can a b s o r b  th a t  s o r t  of lo s s  f o r  a l im i t e d  p e r io d ;  
an d  th e  fu tu r e ,  a t  the m o m e n t ,  i s  p r e t t y  good. It i s  s ig n i f ic a n t  to
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d e m o n s t r a t e  th e  te c h n o lo g ic a l  a r g u m e n t ,  th a t  P e u g e o t ,  in  F r a n c e ,  
have  m a d e  a v e r y  s u b s ta n t i a l  o r ig i n a l  e q u ip m e n t  c o n t r a c t  fo r  
D isc  B r a k e  p u r p o s e s ,  a g a in s t  th e  F r e n c h  C o m p an y , m a n u fa c tu r in g  
on th e i r  d o o r s te p ,  b e c a u s e  the  F r e n c h  h a d  n o  s u i ta b le  m a t e r i a l  
and  F  e ro d o  h ad .
T h e  H a r m o n is a t i o n  b e tw e e n  the  C o m p a n y  and i t s  s i s t e r s  in  the  
c o m p e t i t io n  s id e
A ny  c o m p e t i t io n  w ith  th e  s i s t e r  c o m p a n ie s  i s  a lw a y s  done w ith  
the  c o m p a n y 's  b l e s s in g .  T h ey  know th e i r  C o m p e t i t o r s  h a v e  n o t  
the  su i ta b le  m a t e r i a l s  the  C om p an y  h a v e .  T h ey  a r e  known i n t e r ­
n a t io n a l ly ,  P e u g e o t  w ou ld  p ro b a b ly  a p p ro a c h  th e m  a n d  s a y ,  " th is  
is  Ihe new  c a r  we a r e  d e s ig n in g ,  th is  is  the  e x is t in g  c a r ,  th is  
i s  the s p e c i f ic a t io n  w e w a n t ,  w h a t  c a n  you d o " .  P e u g e o t  w ould  a l s o  
a s k  F e r o d o  F r a n c e  w h a t  th e y  can  d o . T h e i r s  (F e r o d o  F r a n c e )  w ould  
no t  be  a c c e p te d ,  P e u g e o t  w ou ld  p r e f e r  F e r o d o  U .K .  to  supp ly , 
r a t h e r  th an  a  G e r m a n  m a n u f a c tu r e r ,  o r  a n o th e r  F r e n c h  m a n u f a c ­
t u r e r .  So th is  would be  done w ith  the  com p ap t^ 's  b l e s s in g ,  then , 
w h a t w ould  p ro b a b ly  h a p p en ,  is  th a t  th e  F r e n c h  f a c to r y  w o u ld  se t  
out i t s  f o r m u la t io n  in F r a n c e  and  w ith  th e  c o m p a n y 's  know ledge  
and w o u ld  know th a t  a f te r  18 m o n th s ,  o r  2 y e a r s ,  the b u s in e s s  
w ould  go b a c k  to th e m .
C o m p e t i t io n  C o n d it io n s  in the E E C
T h e  E E C  c o m p e t i t o r s  a r e  p r e t ty  s t r o n g  w h e r e  v e h ic l e s  of t h e i r  own 
n a t io n a l i ty  a r e  c o n c e rn e d ,  i t  w ould  be  p r e t t y  d if f ic u l t  fo r  F e r o d o  
to s e l l  a l in ing  fo r  a M e r c e d e s  T r u c k .  It cou ld  even  be  m o r e  
d if f icu l t  for th e m  to s e l l  a l in in g  f o r  a M e r c e d e s  t r u c k  i n  H o llan d , 
fo r  a  M e r c e d e s  t r u c k  in  Sw eden , w h ich  is  non  E E C .  F e r o d o  have  
the a d v an ta g e ,  e s p e c ia l l y  w h e r e  the  G e r m a n s  a r e  c o n c e rn e d .  G e rm a n  
o w n e rs  ten d  to go fo r  G e r m a n  m a t e r i a l s ,  th i s  g iv e s  th e m  an  
im m e d ia te  e n t r y  in to  the  m a r k e t ,  th ro u g h  th is  G e r m a n  p la n t ,  F e r o d o  
w ould  s a y  th a t  i s  p ro b a b ly  the  only  way to b e n e f i t .
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E X P O R T  DATA O F  T H E COM PANY IN T H E  YEARS: 1970-1975
YEAR E E C  ONLY W ORLD T O T A L
1970 £ 9 2 6 ,4 7 0  £ 2 ,  7 7 8 ,3 6 6
1971 1, 3 9 3 ,8 1 8  3 ,9 5 6 ,9 5 3
1972 1, 5 2 1 ,8 3 8  3, 7 8 2 ,3 7 6
1973 1, 899.,412 4 , 3 5 8 ,9 5 8
1974 1, 6 9 2 ,6 7 9  4 , 7 3 8 ,7 0 2
1975 2 ,7 0 6 ,  701 6, 180 ,665
CASE STUDY N o. 14
COM PANY : B endix  W e s t in g h o u se  L t d . ,
LOCATION: B r i s t o l
CO N T A CT : J . W . A M O S
M a r k e t in g  S e r v ic e s  M a n a g e r
BEN D IX  WE STINGHOUSE LIM ITED  
BACKGROUND
B e n d ix  W es  t in g h o use  is  jo in t ly  ow ned by  the  We s t in g h o u se  B r a k e  
an d  S ig n a l  C o m p an y  a t  C h ip p e n h a m , E n g la n d ,  and  by the B en d ix  
C o r p o r a t io n ,  i n  the  U . S . A .  M o s t  of th e  d r i v e  c o m e s  f r o m  B en d ix  
in  the U n ite d  S ta te s ,  th ey  a r e  in the  a u to m o t iv e  c o m m e r c i a l  v e h ic l e s  
m a r k e t ,  in p a r t i c u l a r ,  fo r  w h ic h  th e y  supp ly  b r a k e s .  Now the  
W e s t in g h o u se  i n t e r e s t  i s  m o r e  in  t e r m e  of in v e s tm e n t ,  b e c a u s e  they  
a r e  n o t  in  the  a u to m o tiv e  m a r k e t  w h i l s t  B en d ix  a r e .
A s  w ith  m a n y  of the  w o r ld 's  l a r g e s t ,  and  m o s t  s u c c e s s f u l  b u s in e s s  
c o n c e r n s ,  the  p r e s e n t - d a y  B e n d ix -W e s t in g h o u s e  o rg a n i s a t io n  s t a r t e d  
w ith  two th in g s  - a m an  and  a n  id e a .  In t h i s  c a s e  th e  m an  w as  
G e o rg e  W e s t in g h o u s e ,  and  the  id e a  w a s  th e  r e a l i s a t i o n  th a t  a i r  cou ld  
b e  u s e d  to  a s s i s t  the b ra k in g  of r a i lw a y  t r a i n s .  T h e  lo g ic a l  s eq u e n c e  
w a s  i t s  m o d e rn  ad ap t io n  by th e  c o m m e r c i a l  v e h ic le  in d u s t r y .
T h e  o r ig i n a l  W es t in g h o u s e  C o n tin u o u s  B r a k e  C o m p a n y  w a s  founded  
in  1876 - in T ra if fo rd  P a r k ,  M a n c h e s t e r .
A f te r  the F i r s t  W o r ld  W a r , the  U .K .  W e s t in g h o u s e  C o m p an y  
c a m e  to be f in an ced  e n t i r e ly  th r o u g h  B r i t i s h  r e s o u r c e s ,  a n d  w as  
r e s p o n s ib l e  fo r  s a l e s  of e q u ip m e n t  th ro u g h o u t  the  old B r i t i s h  
E m p i r e .
A t th i s  t im e  th e  C o m p a n y 's  i n t e r e s t s  w e r e  s t i l l  m a in ly  c o n c e n t r a t e d  
upon r a i lw a y s ,  a l th o u g h  t h e r e  w a s  c o n s id e r a b le  d iv e r s i f i c a t io n  in to  
su ch  a r e a s  a s  b ra k in g  s y s te m s  fo r  coed m in in g  e q u ip m e n t .
A f te r  the se c o n d  W o r ld  W a r  i t  w a s  found th a t  the  r a i lw a y  s y s t e m s  
of E u r o p e  h ad  s u f fe re d  e x te n s iv e  d a m a g e ,  in so m e  a r e a s  o b l i t e r a t e d .  
T h e  A m e r i c a n  F o r c e s  le f t  b e h in d  th e m  v a s t  q u a n t i t ie s  of m o to r  
v e h ic l e s ,  m o s t  of th e m  f i t te d  w ith  w h a t ,  b y  E u r o p e a n  s t a n d a r d s ,  w e r e  
s o p h is t i c a te d  a i r  b r a k e  s y s t e m s  - m o s t  o f  th e m  b a s e d  on the  p io n e e r in g  
w o rk  of G e o rg e  W e s t in g h o u s e .  T h e r e  w as  a l s o  a c o n te m p o ra n e o u s  
te c h n o lo g ic a l  sw i tch  f r o m  m a n u a l  m e c h a n ic a l  to  e l e c t r i c a l  and 
e le c t r o n i c  s ig n a l s .  The p r o b le m  w a s  th a t  s p a r e s  fo r  th e s e  s y s te m s  
w e r e  u n o b ta in ab le  e x c e p t  f r o m  A m e r i c a n  s o u r c e s .  W hen the
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E u r o p e a n  c o m m e r c i a l  v e h ic le  in d u s t ry  b e g a n  to  ge t on i t s  f e e t  
a g a in ,  m a n u f a c t u r e r s  b a s e d  t h e i r  a i r  b r a k e  d e s ig n s  on the  
A m e r i c a n  o r ig i n a l s .  H o w e v e r ,  th ey  c o u ld n 't  b u y  A m e r i c a n  
e q u ip m e n t  b e c a u s e  of th e  c h ro n ic  p o s t - w a r  s h o r ta g e  of d o l l a r s ,  
an d  the  n e e d  b e c a m e  a p p a r e n t  f o r  a n  a l t e r n a t iv e ,  E u r o p e a n -  
b a s e d  s o u r c e  of su p p ly .
S c a n d in a v ia n  m a n u f a c t u r e r s ,  b a s e d  in Sw eden , w h o se  in d u s t r y  w a s  
v i r t u a l l y  u n to u c h ed  by  the  W a r ,  had  a h e a d  s t a r t ,  and th e  W e s t in g -  
h o u s e  B r a k e  an d  S ig n a l  C o m p an y  s e iz e d  the  o p p o r tu n i ty  to f o r m  an  
A u to m o tiv e  D iv is io n ,  s p e c i f i c a l ly  to  su p p ly  the  n e e d s  of o r ig in a l  
m a n u f a c t u r e r s  .
U n fo r tu n a te ly ,  the  W e s t in g h o u se  r e s e a r c h  and  d e v e lo p m e n t  p r o ­
g r a m m e  w a s  s t i l l  g e a r e d  p r i m a r i l y  to the  d e m a n d s  of th e  r a i lw a y  
in d u s t r y ,  and  i t  b e c a m e  obv ious  th a t  to  s u c c e e d  th e  A u to m o t iv e  
D iv is io n  h ad  to b e c o m e  a c o m p le te ly  a u to n o m o u s  co m p an y .
A t the  t im e  the d e c is io n  w a s  ta k e n ,  the  W e s t in g h o u se  A u to m o tiv e  
D iv is io n  w a s  b a s e d  a t  C h ip p e n h a m  in  W i l t s h i r e .  W hen th e  o ld  
D o u g la s  m o to r  cy c le  co m p an y  of K ings  w ood, B r i s t o l  got in to  
d i f f ic u l t i e s ,  th e  o p p o r tu n i ty  to p u r c h a s e  th is  co m p an y ,  an d  i t s  
r e l a t e d  a u to m o t iv e  s k i l l s  w a s  too good to  m i s s .
D o u g la s ,  w a s  one of the h o n o u re d  n a m e s  in the  h i s t o r y  of tw o ­
w h e e le d  t r a n s p o r t .  E n t h u s i a s t s  w i l l  n o t  n e e d  r e m in d in g  of the  
f a m o u s  D o u g la s  h o r i z o n ta l  tw in  eng ine  m a c h in e  p ro d u c e d  a f t e r  
the  en d  of the  F i r s t  W o r ld  W a r .
U n fo r tu n a te ly  fo r  the  B r i s t o l  com pany , , th e  c h a l le n g e  of the  
M id la n d s - b a s e d  m o to r  c y c le  m a n u f a c t u r e r s  p ro v e d  to be  s e v e r e  
and  p e r m a n e n t .  By the  la te  19 3 0 's  th ey  w e r e  in  so m e  t r o u b le ,  
a n d  d u r in g  th e  w a r  th ey  tu r n e d  c o m p le te ly  to th e  s u b - c o n t r a c t  
f a b r i c a t io n  of a i r c r a f t  e q u ip m e n t .  A f te r  1945, th e y  n e v e r  r e a l l y  
r e - e n t e r e d  m o to r  cy c le  m a n u f a c tu r e  an d  m a r k e t in g .
H o w e v e r ,  D o u g la s  w a s n ' t  q u ite  dead  yet* B e f o re  p u r c h a s e  by 
W e s t in g h o u s e ,  th e y  h a d  o b ta in ed  th e  r i g h t s  to  m a n u f a c tu r e  the
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su cc e  s s fu l  V e s p a  s c o o te r  f r o m  the  I ta l ia n  P ia g g io  C o m p a n y ,  an d  
W e s t in g h o u s e ,  d e c id e d  to k e e p  the  D o u g la s  i n t e r e s t  going , s e l l in g  
the  V e s p a  in  p a r a l l e l  w ith  the  r o a d  b r a k e  o p e ra t io n ,  d e v e lo p in g  
and  m a n u fa c tu r in g  a i r  b r a k e  e q u ip m e n t  f o r  the  c o m m e r c i a l  v e h ic le  
f ie ld .  T h in g s  w e n t  h a r m o n io u s ly  fo r  a b o u t  e ig h t  y e a r s ,  d u r in g  w h ich  
t im e  a i r  p r e s s u r e  b r a k e  e q u ip m e n t  w a s  s u p p l ie d  to  m a n y  in d iv id u a l  
t r u c k  b u i ld e r s  in  the U n i te d  K in g d o m  s u ch  a s  E . R . F , ,  F o d e n ^  
A tk in s o n ,  t o g e th e r  w ith  L e y la n d ,  G uy, S c a m m e l l ,  A lb io n ,  and 
A . E . C .  -  who l a t e r  e m e r g e d  in to  the  p r e s e n t  day  B r i t i s h  L e y la n d  
3̂r ôûD *
In 1959 , h o w e v e r ,  W e s t in g h o u se  m a d e  th e  b re a k th r o u g h  in to  E x p o r t  
M a r k e t s  th a t  th ey  h a d  b e en  s e e k in g  f o r  y e a r s .  T h e y  m a n a g e d  to  
s e l l  a i r  b r a k e  e q u ip m e n t  on  the  S c a n d in a v ia n  m a r k e t :  f i r s t  of a l l  to 
S can ia  V a b is ,  and v e r y  r a p id ly  t h e r e a f t e r  to  V o lv o ,
W e s t in g h o u s e  of A m erica , had  long b e en  a s s o c i a t e d  w ith  the  B e n d ix  
C o m p an y  b e c a u s e  of m u tu a l ,  and c o m p le m e n ta r y ,  i n t e r e s t s ,  B en d ix  
h ad  b e c o m e  w e l l  e s t a b l i s h e d  in  E u r o p e ,  n o ta b ly  in  F r a n c e ,  I ta ly  
and S pain , an d  a  fo o th o ld  i n  the  U .K .  w a s  so m e th in g  th ey  w a n te d .  
N a tu r a l ly ,  the  B r i t i s h  W e s t i n ^ o u s e  a u to m o tiv e  o p e r a t io n  c a m e  
in to  c o n s id e r a t io n .
N o t long a f t e r w a r d s ,  a f f a i r s  in  the  U nited  S ta te s  r e a c h e d  the  p o in t  
w h e re  W e s t in g h o u se  and  B en d ix  d e c id e d  to  p a r t  c o m p an y ,  b e c a u s e  
i n t e r e s t s  h a d  s t a r t e d  to  d iv e r g e ,  B en d ix  c o n s id e r e d  th a t  t h e i r  
fu tu re  l a y  in  the  a u to m o t iv e  f ie ld  to  a  g r e a t e r  e x te n t  th a t  d id  
W e s t in g h o u s e ,
B e n d ix  bo u g h t a  h a l f  s h a r e  in  W e s t in g h o u s e  A u to m o tiv e  D iv is io n  
lo c a te d  i n  B r i s t o l ,  a n d  in 197 0 th e  p r e s e n t  B en d ix  W e s t in g h o u s e  c o m ­
pany  w a s  f o r m e d  in the  U .K .
N o w ad ay s ,  w ith  a n  eye  to the  en h an c e d  o p p o r tu n i t i e s  o f f e re d  b y  the  
E . E . C . ,  B en d ix  W e s t in g h o u s e  o f  B r i s t o l  - s t i l l  o ccupy ing  the  old 
D oug las  M otor C y c le  s i te  - r e c e i v e s  a s s i s t a n c e  f r o m  the  B en d ix  
E u r o p e  o rg a n is a t io n ,  w h ic h  c o n t r o l s  a l l  B en d ix  a c t i v i t i e s  in  
E u r o p e ,  w ith  i t s  h e a d q u a r t e r s  in  P a r i s .
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B e n d ix  E u r o p e  a r e  the  only E u r o p e a n  co m p an y  w hich  can  o f fe r  
c o m p le te  b ra k in g  s y s t e m s  fo r  a l l  ty p e s  of v e h i c l e s ,  f r o m  l ig h t  
c a r s  to  the  h e a v ie s t  c o m m e r c i a l  v e h ic l e .
T h e  A m e r i c a n  p a r e n t  h a s  a  t u r n o v e r  o f  t h r e e  b i l l io n  d o l l a r s  
a n n u a l ly .  T h is  m e a n s  th a t  no one in  b r a k in g  s y s t e m s  can  c l a i m  
to  be in a b ig g e r  le a g u e  th an  B en d ix  W e s t in g h o u s e .
O PE R A T IO N S IN E U R O P E
B e n d ix  h av e  m a n u fa c tu r in g  p l a n t s  in  F r a n c e ,  G e rm a n y ,  and  S p a in ,  
in ad d itio n  to  the  U .K .  T hey  h a v e  s a l e s  o f f ic e s  in  I ta ly ,  F r a n c e ,  
B e lg iu m  and  H o l la n d .
B e n d ix  W e s t in g h o u s e  h av e  m a n u fa c tu r in g  p l a n t s ,  o r  o f f ic e s ,  on  th e  
m a in la n d  of E u r o p e ,  a n d  th e y  a l s o  h a v e  a s s o c i a t e  c o m p a n ie s  w h ich  
u s e  t h e i r  s a l e s  t e a m s ,  and o f f ic e s  a n d  d i s t r ib u t io n  c h a in .
N o s ,  of E m p lo y e e s :
A t B r i s t o l  th ey  h av e  a  t o t a l  of 1, 300 e m p l o y e e s . ;
PR IC IN G  PO L IC Y
It i s  a m a t t e r  of a  n u m b e r  of v a r i a b l e s  - a  un ique  p ro d u c t ,  o r  a  
unique  q u a l i ty ,  o r  a  t im e  a d v an ta g e  o v e r  th e  c o m p e t i t o r s ,  ( i . e .  they  
have  the  in t r o d u c t io n  of a  p r o d u c t  a v a i l a b le  b e f o r e  t h e i r  c o m p e t i t o r s ,  
and th e y  ge t a s  m uch  f o r  i t  a s  they  can , the  c o s t  in  th is  c a s e  i s  n o t  
the m a in  f a c to r ) .  O b v io u s ly  the  co m p an y  does  n o t  s e l l  b e lo w  i t ’s 
to ta l  g r o s s  c o s t  (m a n u fa c tu r in g  c o s t s  p lu s  a l l  o th e r  a d m in i s t r a t i v e  
o v e rh e a d s ) .  W h e re  th e y  a r e  on a  s t r a i g h t  c o m p e t i t iv e  b a s i s ,  
so m eb o d y  h a s  an id e n t ic a l  p ro d u c t  in  fa v o u r  a t  the s a m e  t im e ,  th e n  
a g a in  th e y  t r y  to a s s e s s  th e  m a r k e t  p r i c e  ( c o m p e t i t o r s ’ p r i c e s )  
a c c o r d in g ly ,  in e v i ta b ly  i t  c o m e s  down to  c o s t  p lu s  the s u i ta b le  
m a r g in .  T h e  p ro c in g  p o l ic y ,  a l t h o u ^  i t  m a y  b e  b a r e d  upon c o s t  
p lu s  the  c o m p e t i t io n  c o n d it io n  in  the  m a r k e t ,  i s  v e r y  m u c h  a m a t t e r  
of knowing the  p r o d u c t s ,  know ing c o s t s ,  know ing c o m p e t i t o r s ’ 
p r o d u c ts  a n d  p r i c e ,  and t r y i n g  to  d ra w  th e  b e s t  l in e  th ro u g h  th e m  a l l
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to get the b u s i n e s s  and m ake the r ig h t  r e tu r n  on in v e s tm e n t .
T H E  E F F E C T  O F B RITISH  EN T RY  INTO T H E  E E C  ON T H E  
P R IC IN G  PO L IC Y  OF T H E COMPANY
E n t r y  h a s  ch an g ed  the  p r i c in g  p o lic y ,  the co m p an y  h ad  e x a m in e d  
the  E u r o p e a n  m a r k e t  s o m e t im e  b e fo re  B r i t a i n ' s  e n t ry ,  " a n d  i t  t a k e s  
new  v a lu e s  to g e t  a c c e p ta n c e  b e fo re  B r i t a i n ' s  e n t r y ,  and i t  t a k e s  new 
v a lu e s  to g e t  a c c e p ta n c e  in to  th i s  m a r k e t . "  It in v o lv e s  the  s a m e  
b a s i c s  of th e  p r i c in g  p o l ic y  an d  th is  w i l l  c o n tin u e  to  ap p ly  a f t e r  
e n t r y .  W h e re  they  a r e  c o m p e t in g  a g a in s t  a  E u r o p e a n  M a n u f a c tu r e r ,  
th e n  o b v io u s ly  the  co m p an y  look  a t  c o m p e t i to r s  p r i c e s  to s e e  how 
th e y  can  c o m p e te ,  a s  they  h a v e  b e e n  d o in g  in  m a n y  i n s t a n c e s .  T h e y  
know th a t  t h e i r  c o s t s  a r e  lo w e r  than  th e  c o m p e t i t o r s ,  a n d  th ey  can  
th e o r e t i c a l l y  ge t b u s i n e s s  if i t  w a s  im m e d ia te ly  a v a i l a b le .  So it 
c o m e s  b a c k  to  a d ap tin g  p ro d u c ts  to m e e t  the ex ten d ed  m a r k e t  (the 
E E C ) ,  and  the s e t t in g  o f  the  p r i c in g  p o l ic y  a c c o rd in g ly .
C A PA C ITY
T h ey  have h ad  e x c e s s  c a p a c i ty ,  b u t  b e c a u s e  th ey  h av e  to a d ap t  
c e r t a i n  p r o d u c ts ,  a n d  d e s ig n  new p r o d u c t s  and  ga in  a c c e p ta n c e  
of th e i r  p r o d u c ts  by E E C  c u s to m e r s ,  they  d o u b t  w h e th e r  hav in g  
e x c e s s  c a p a c i ty  h a s  m ade m uch  d i f f e r e n c e  to  th e m .
T h e i r  b u s in e s s  ta k e s  t im e  to bu ild  up a m a r k e t ,  o f ten  th ey  have  to  
w a i t  fo r  a n e w  v e h ic le  to  b e  d e s ig n e d ,  and  s t a r t ,  w ith  a  b u y e r  f r o m  
the p lan n in g  s ta g e .  L a r g e  or s ig n if ic a n t  g a in s  of b u s in e s s  a r e  not 
r e a d i ly  m a d e .
DOES TH E COMPANY M A RK ET OTHER PR O D U CTS O TH E R  THAN 
TH EIRS
T h e y  m a r k e t  p r o d u c ts  fo r  th e i r  co m p an y  and a s s o c i a t e d  c o m p a n ie s  
w ith in  E u r o p e  w hich  th ey  don 't  m a n u fa c tu r e  b u t  a r e  c o m p l im e n ta r y  to  t h e i r
6 .
p r o d u c t  r a n g e .  H o w e v e r ,  th ey  only  m a r k e t  p r o d u c t s  f r o m  w ith in  
th e i r  g ro u p .
GROW TH O F  THE TR A D E
In the l a s t  5 y e a r s  th ey  h av e  m a d e  w h a t  th e y  c o n s id e r ,  and  w h a t  
a lo t  of p e o p le  w ith in  th e  i n d u s t r y  w ou ld  c o n s id e r ,  a  s u c c e s s .
T h ey  have  h a d  l a r g e  o r d e r s  m a d e ,  a g a in s t  t h e i r  c o m p e t i t o r s ,  f r o m  
s e v e r a l  m a jo r  v e h ic l e s  m a n u f a c t u r e r s .
P R O F IT A B IL IT Y
I quote : " I t  is  s a t i s f a c t o r y  to the L o r d s  an d  M a s t e r s  in  the  S ta te s ,  
r e g a r d i n g  the  r e t u r n  on the  c a p i t a l  in v e s te d .  " T h e y  a d d ed  th a t  
th e i r  " p r o f i t a b i l i ty  c o m p a r e d  to o th e r  c o m p a n ie s  in  the  i n d u s t r y  i s  
p r e t ty  good, i t  is  n o t  th e  b e s t  a n d  i t  i s  b y  no m e a n s  the  w or s t .  T h e y  
have  a p r e t t y  good p r o f i t  b e f o r e  ta x a t io n  an d  r e t u r n  on  in v e s tm e n t ,  
and  they  h a v e  a p r e t t y  good t r a c k  r e c o r d  c o m p a r e d  to o th e r  
c o m p a n ie s  w ith in  the C o r p o r a t io n ,  so th e i r  r e c o r d  is  a g a in  
su cce  s s fu l .  "
R E S E A R C H  AND D E V E L O P M E N T
T h e  r o l e  of the  R .  & D . in  the  c o m p a n y  i s  s ig n i f ic a n t .  T h e y  h av e  
a c c e s s  to  a lo t  of R .  & D. in fo r m a t io n  co m in g  f r o m  the  U nited  S ta te s ,  
b u t  now  th a t  th ey  a r e  p a r t  of E u r o p e  th e  r e q u i r e m e n t s  of th e  
E u r o p e a n  B r a k e  S ta n d a rd s  a r e  d i f f e r e n t  to  th o s e  o f  the  U n ited  S ta te s .  
T h e  B r i t i s h  V eh ic le  Ivhnufa c t u r e r s  m a r k e t ,  and th e  E u r o p e a n  m a r k e t ,  
a r e  d i f f e r e n t  to e l s e w h e r e .  T he  C om p an y  i s  look ing  to  E u r o p e ,  a s  
i s  e v e ry o n e  e l s e ,  a n d  th ey  have  a  l a r g e  m a r k e t  w ith in  th e  U .K .  
ten d in g  to  a d a p t  E u r o p e a n  l e g i s la t io n .  T h e y  have to  in su re  th a t  they  
a r e  a b r e a s t  of, and  p a r t  of th e  p o l ic y  f o r m in g  t e a m ,  for l e g i s l a t i o n .  
T h ey  have  p eo p le  on the  S & MT W o rk in g  P a r t i e s  w ho a d v is e  the  
DOE a n d  who s i t  on the  B ra k in g  C o m m it te e s  in B e lg iu m .
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T hey  have  to  c a s h  in  on th is  by  h av in g  the  b ack u p  of R & D to 
be a b le  to  s u b s ta n t ia te  p o l i c i e s ,  and  to  m o v e  w ith  the m a r k e t .
T h e i r ' s  i s  a  l iv e ly  R e s e a r c h  and  D e v e lo p m e n t  a c t iv i ty ,  w ith  
a l in k  to  a  c o m p u te r  c e n t r e  a t  L o n d o n  U n iv e r s i ty ,  b e s id e s  th e i r  
own c o m p u te r  w ith in  the  p lan t,.  T h e y  n e e d e d  the  l in k  fo r  c e r t a i n  
e n g in e e r in g  c a lc u la t io n s  and  fo r  r e s e a r c h  • T h ey  have
th e i r  own R e s e a r c h  and  D e v e lo p m e n t  E n g i n e e r s ,  R e s e a r c h  and 
D e v e lo p m e n t  sh o p , a pho to ty p e  shop , t h e i r  own e n v i ro n m e n ta l  
c h a m b e r ,  and  a l a b o r a t o r y .  T h e y  h av e  t h e i r  own r e s e a r c h  
v e h ic le  w h ic h  b r i s t l e s  w ith  e l e c t r o n i c s  a n d  e q u ip m e n t ,  and  a 
t e s t  t r a c k .  T hey  tak e  R  & D v e r y  s e r i o u s l y  and  spend  a lot on i t .
E C O N O M IES O F  SC A LES
A B ILITY  TO USE LA R G ER  P L A N T  A T LO W ER  C A P IT A L  COST 
D ue to  the  UK e n try  into the  E u r o p e a n  C o m m u n ity  th ey  a p p l ie d  f o r  
l a r g e r  m a c h in e s  to  r e d u c e  the  u n i t  c o s t  on  the  p r o d u c ts  w hich  they  
e x p e c t  to  s e l l  s u c c e s s f u l ly  in  the  e x te n d e d  m a r k e t ,
LONGER PR O D U C T IO N  RUNS
T h a t  i s  t ie d  in  w ith  the  p re v io u s  f o r m  of e co n o m y  of s c a l e s .  W h e re  
th e r e  is  an e x is t in g  p r o d u c t  w h ich  th ey  c a n  s e l l  in E u r o p e  th is  w i l l  
en ab le  th e m  to h av e  lo n g e r  p ro d u c t io n  r u n s .  B u t  th ey  a r e  s t i l l  v e r y  
m uch  a 'b a tc h p r o d u c in g "  type  of co m p an y . T h e y  a r e  m o r e  of 
a g e n e r a l  p u r p o s e  e n g in e e r in g  c o m p an y , a s  opposed  to  a c a r  
a s s e m b ly  p la n t .
G R E A T E R  S P E C IA L ISA T IO N  O F LABOUR
T hey  em p lo y  l a r g e  n u m b e r s  of w h a t  th ey  c la s s i fy  a s  s k i l le d  
c r a f t s m e n .  B e c a u s e  they  h av e  a h igh  e n g in e e r in g  co n ten t ,  
and  a h igh  s a fe ty  f a c to r ,  they  h av e  to w o r k  e f f ic ie n t ly .  T h e y  h av e  
qu ite  s o p h is t i c a te d  m a c h in e r y  th ro u g h o u t  the  p la n t  r e q u i r in g  s k i l le d  
s e t t e r  o p e r a t o r s  an d  t o o l m a k e r s ,  w ith in  t h e i r  m a ch in e  shops  
they  h av e  qu ite  a h igh  c o n ten t  of s k i l l e d  t r a d e s m e n .  T h e y  u se  
s e m i - s k i l l e d  w o r k e r  s fo r  o p e ra t in g  m a c h in e s  and  a s s e m b ly  
w o rk .
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A B ILITY  T O  USE MORE SP E C IA L IS E D  AND SO PH IST IC A T E D  
E Q U IP M E N T
W h e r e v e r  they  f e e l  th a t  a s p e c i a l i s t  m a c h in e  is  b e t t e r  s u i te d  than  
a g e n e r a l  p u rp o s e  m a c h in e ,  i f  the  m o n ey  is  a v a i l a b le ,  they  m ake  
the in v e s tm e n t  in  th a t  s p e c ia l  p u r p o s e  m a c h in e .
A B ILITY  TO A C H IEV E T E C H N IC A L  EC O N O M IES BY LINKING 
T O G E T H E R  P R O C E S S E S  IN ONE P R O D U C T IO N  UNIT
T h ey  have  done so in  a couple  of a r e a s  ( a coup le  of p r o d u c t  l in e s  ). 
O b v io u s ly  a s  th ey  h av e  m o re  s u c c e s s  in  E u r o p e ,  w h ich  r e q u i r e s  
th e m  to i n c r e a s e  th e i r  v o lu m e  ou tpu t of a c e r t a i n  i t e m ,  th ey  w i l l  
r e p l a n  th e i r  m a c h in e s  sh o p s  to f a c i l i t a t e  th e se  ty p es  of flow l in e s .
It  i s  a m a t t e r  of a s s e s s i n g  w h a t  fu tu re  d e m a n d  is go ing  to  b e ,  
and the  l ik e l ih o o d  of s u c c e s s  in c e r t a i n  i t e m s  w h ich  w ould  p r o v id e  
a long  flow  line  of p ro d u c t io n .  It in v o lv e s  a g r e a t  d e a l  of i n v e s t ­
m e n t  w hich h a s  to be ju s t i f i e d .  T h e y  h av e  to o b ta in  c l e a r a n c e  
f r o m  B end ix  in  th e  U n ited  S ta te s  w h en  th ey  w a n t  to m ak e  m a s s iv e  
in v e s tm e n t  and th is  m e a n s  s a t i s fy in g  t h e i r  s a l e s  p e o p le ,  th e i r  
p ro d u c t io n  p e o p l e , and  th e i r  in v e s tm e n t  f i n a n c i e r s ,  e t c . ,  b e fo re  
the c o m p an y  g e t  the  g o -a h e a d .
ORGANISATIONAL ECONOM Y O F  S C A L E , i . e .  C O N C E N T R A T IN G  
C O N T R O L  O F A N U M BER O F  P R O D U C T IO N  UNITS W ITHIN ONE 
M ANAGEM ENT FR A M EW O R K
T hey  have  c e r t a i n  a r e a s  w h e r e  th ey  p o o l p ro d u c ts  to g e th e r ,  and 
m a c h in e  and a s s e m b ly ,  w ith in  a c e r t a i n  c lo s e ly - k n i t  c o m m u n ity .
So th ey  w ould  h a v e  c o n c e n t r a t in g  c o n t r o l  w ith in  th a t  a r e a .  T h i s  
w a s  h a p p en in g , and  is  co n tin u in g  to h a p p en , b e fo re  B r i t a i n  jo in ed  
the E E C , and  i s  no t  a r e s u l t  of jo in in g ,
ADVANTAGES O F BU LK -B U Y IN G
A co m p an y  of t h e i r  s iz e  b uys  c e r t a i n  th in g s  in l a r g e  q u a n t i t ie s  
and they  ga in  e c o n o m ie s  of s c a le ,  an  e x a m p le  i s  a lu m in iu m ,  w h ich  
they  u s e  a g r e a t  d e a l  o f .  T h is  i s ,  h o w e v e r ,  r e l a t i v e ,  a s  so m e  
o th e r  c o m p a n ie s  in the  UK w ould  c o n s id e r  the  co m p an y  a s  b e in g  
qu ite  sm a l l ,  and  w ould  c o n s id e r  th e i r  bu lk  b uys  a s  n o t  b e in g  v e r y  
l a r g e .
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B E T T E R  D IST R IB U TIO N  F A C IL IT IE S
T hey  have s p l i t  th e i r  m a r k e t  into 2 a r e a s .  T he  o r ig in a l  e q u ip m e n t  
m a r k e t  - s e l l in g  to  the  V e h ic le  M a n u f a c tu r e r  w hen  he b u i ld s  the  
v e h ic le  i n i t i a l l y ,  and s a le s  in to  the a f t e r  m a r k e t  - s p a r e s .
W ith in  the  UK, and  in  E u r o p e ,  they  s e l l  the  o r ig in a l  e q u ip m e n t  
d i r e c t  to the  v e h ic le  m a n u f a c tu r e r .  In the  UK fo r  th e  r e p l a c e m e n t  
m a r k e t  ( s p a r e s ) ,  they  h av e  a s e r i e s  of d i s t r ib u t io n  c h a in s  of 
in d ep en d a n t  d i s t r i b u t o r s .  T h a t  h a s  not ch an g e d  s in ce  B r i t a i n  jo in e d  
the E E C .  P r i o r  to jo in in g  the C o m m u n i ty ,  b e f o r e  the B en d ix  
c o m p a n ie s  r e a l l y  c a m e  to g e th e r ,  th ey  w e r e  u s in g  o v e r s e a s  
in d e p e n d e n t  a g e n ts ,  and c e r t a i n  a s s o c i a t e d  c o m p a n ie s .  S ince  
B r i t a i n  jo in e d  E u r o p e ,  sind th e  B e n d ix  c o m p a n ie s  c a m e  to g e th e r ,  
they  s t i l l  u s e  t h e i r  own a g e n ts ,  th o s e  th ey  d id  n o t  u se  b e f o r e  an d  
now h av e  th e  e n h a n c e d  o p p o r tu n i ty  of t h e i r  s i s t e r  c o m p a n ie s '  
f a c i l i t i e s  and  d i s t r ib u t io n  ch a in  a s  w e l l .  T h e i r  d is t r ib u t io n  
f a c i l i t i e s  h av e  im p r o v e d  im m e n s e ly .
E F F IC IE N C Y
IM PR O V ED  L E V E L  OF O U TPU T  P E R  MAN
It is  v e r y  d if f icu l t  to  a s s e s s  th is  f a c t o r ,  a s  s in c e  th ey  jo in e d  the  
E E C , the  c o u n try  h a s  gone th ro u g h  an  e c o n o m ic  r e c e s s i o n ,  an d  
p ro d u c t iv i ty  h a s  gone dow n. I t  had  to  b e c a u s e  th ey  a r e  n o t  w o rk in g  
a t  fu ll c a p a c i ty  any m o r e  w h ich  i s  the  only  s e t  b a c k  fo r  t h e i r  
p ro d u c t iv i ty  r a t i o .  H ad  the c o u n try  no t gone th ro u g h  a r e c e s s i o n  
output m ig h t  h av e  im p r o v e d  m a r g in a l ly .  T h e y  h a v e n ' t  h a d  any 
i n d u s t r i a l  d i s p u te s  to s p e a k  of, t h e i r  p ro d u c t iv i ty  has  te n d e d  to  
be good. , '
A T T R A C T IN G  AND E M P L O Y IN G  M A N A G ERIAL SK ILL
Y es , they  do  e x p e r ie n c e  the  b e n e f i t s  a s s o c i a t e d  w ith  em p lo y in g  the
h ig h e s t  m a n a g e r i a l  s k i l l s ,
TH E EV A L U A T IO N  O F  TH E C O M P A N Y 'S  A LL O C A T IO N S O F  
R E SO U R C E S
T hey  have  h ad  so m e  s e tb a c k s ,  b u t  no m a jo r  o n e s .  T h e s e  w e r e  no t
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due to  any  i n t e r n a l  r e a s o n s ,  b u t  due to  th e  e c o n o m ic  s i tu a t io n .
HAD TH E COM PANY T R A D E D  B E F O R E  1 /1 /7 3  W ITH TH E E E C  
C O U N T RIES
Ye s, i t  h a d .
HOW T H E  COM PANY E X P E C T E D  T H E  E F F E C T  ON TH EIR  
T R A D E  W ITH  T H E  E E C  A F T E R  TH E UK JO IN E D  TH E COM M UNITY
T h e y  ex p ec te d  t h e r e  to  be a b e n e f ic ia l  e f fe c t  w hen  the UK e n te r e d
the  E E C  in  1975.
T H E  Q U A N TIFIC A T IO N  O F  T H E  IN C R E A S E D  SA L E S , TH E 
COM PANY E X P E C T E D  A F T E R  THE UK JOIN ED  T H E COMM UNITY
T h e y  a re  sup p ly in g  b r a k e s  to c o m m e r c i a l  v e h i c l e s ,  and  i t  i s  
v e r y  d if f ic u l t  to  g e t  t h e i r  e q u ip m e n t  ( b r a k e s )  onto  a  v e h ic le  once 
i t  i s  b e in g  p ro d u c e d .  T h e y  a lw ay s  r e c k o n  the  t im e  to ge t th e i r  
e q u ip m e n t  onto a v e h ic le  is  w hen  it  i s  going th ro u g h  an  in i t i a l  
p ro to ty p e  s ta g e .  A lth o u g h  th e y  e x p e c te d  a n  i n c r e a s e  in  t h e i r  s a l e s  
v o lu m e  in  the  E E C ,  it  w a s  no t q u a n t i f ie d  b e c a u s e  i t  w o u ld  ta k e  t im e .  
In a d d it io n  to th a t  th e i r  c o m p e t i to r s  on th e  m a in la n d  of E u r o p e  h ad  
'b e n t  E E C  le g is la t i o n  to s u i t  t h e i r  own p r o d u c t s " .  W hen  B r i t a i n  
jo in e d  th e  m a r k e t  the B r i t i s h  v e h ic le  h ad  to m e e t  E E C  le g i s l a t i o n  
on b r a k e s ,  to h a v e  c e r t a i n  ty p e s  of e q u ip m e n t  on i t .  T he  co m p an y  
w a s  a t  a  d is a d v a n ta g e  w hen  B r i t a i n  jo in e d ,  h av in g  to  s t a r t  d e v e lo p ­
ing a new r a n g e  o f e q u ip m e n t  to m e e t  r e q u i r e m e n t s ,  a l th o u g h  
th ey  w e r e  a w a re  of th is  be  fo r  h a n d ,  and  w e r e  w o rk in g  a lo n g  th o s e  
l i n e s .  It h a s  ta k e n  th e m  2 o r 3 y e a r s  to  g e t  e v e r y th in g  m o v in g ,  
b u t  they  a re  now  b e g in n in g  to m ak e  in r o a d s  th r o u g h  h av in g  the r ig h t  
e q u ip m e n t  a v a i la b le  and a l s o  u s in g  th e i r  a s s o c i a t e  c o m p a n ie s  in 
E u r o p e .  A t the  m o m e n t  i t ’s s t i l l  r e l a t i v e l y  s m a l l  p e r c e n ta g e  of 
t u r n o v e r ,  the  i n c r e a s e  would be b e tw e e n  0% and 5%, th a t  i s  w h a t 
h ad  a l r e a d y  m a t e r i a l i z e d  f r o m  1973 to  1975. O v e r  the  n e x t  couple 
of y e a r s  they  e x p e c t  the i n c r e a s e  of s a l e s  to go up by b e tw ee n  
5% an d  10%. T h e  c o m p a n ie s  th a t  a r e  a c t in g  in  E u r o p e ,  w ith  b a ck u p  
f r o m  B end ix , h a v e  n o t b e e n  d e a l in g  w ith  the  m a r k e t  s e c to r  th a t
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they  h av e  b e e n  in  the UK. T hey  a r e  v e r y  m uch  c o n c e rn e d  w ith  
h e av y  v e h ic l e s  in  the UK, th e i r  p r o d u c ts  so ld  fo r  h e av y  c o m m e r c i a l  
v e h ic l e s ,  j u g g e r n a u t s .  The m a jo r i t y  of the  B en d ix  C o m p a n ie s  in 
E u r o p e  h av e  b e e n  d e a l in g  w ith  p a s s e n g e r  c a r s ,  a n d  l ig h t  to m e d iu m  
w e ig h t  c o m m e r c i a l  v e h i c l e s .  T h ey  a r e  h a v in g  s u c c e s s ,  cind th e r e  
is  no r e a s o n  w h y  th ey  s h o u ld n 't  con tinue  to h a v e  s u c c e s s .  B en d ix  
a r e  th e  only c o m p an y  (and  th ey  a r e  ta lk in g  a b o u t  B en d ix  and  no t  
W e s t in g h o u se )  in  E u r o p e ,  or g roup  of c o m p a n i e s , t h a t  c an  o f fe r  a 
to ta l  b r a k e  p a c k a g e ,  th a t  g o es  down r i ^ t  to  the fo u n d a tio n  b r a k e ,  
i . e .  the  b ra k e  sh o es  a n d  b a c k  p l a t e .  W ith in  the  G ro u p  a s  a  w h o le ,  
the g ro u p  p r o d u c t s  c o m p l im e n t  e ac h  o th e r ,  th ey  a r e  n o t  r e a l l y  in  
a  c o m p e t i t iv e  p o s i t io n  w ith  any of the B e n d ix  c o m p a n ie s  in  E u r o p e .
T H E PO SITIO N  O F  T H E  COM PANY IN TH E E E C  M A R K E T  HAD 
G R E A T  B R ITA IN  NOT JO IN E D  TH E COMM UNITY
T h e  C o m p an y  h a d  a d e g r e e  of s u c c e s s  b e f o r e  1 /1 / 7 3 .  H ad  the  UK
n o t jo in e d ,  it  m ig h t  h a v e  b e e n  s l ig h t ly  h a r d e r  fo r  the  c o m p a n y ,  b u t
they  th in k  th ey  w ould  h av e  m a in ta in e d  th e i r  l e v e l  p r i o r  to  the
e n t ry  - p ro b a b ly  e v e n  i n c r e a s e d  i t .  E n t r y  in to  the  E E C ,  w i th  the
o th e r  i n t e r e s t s  of the B en d ix  C o r p o r a t io n ,  h a s  c e r ta in ly  m ad e  i t
e a s i e r  f o r  th e m ,  p e n e t r a t i o n  in to  the  m a r k e t s  of th e  E E C  c o u n t r i e s
had  b e e n  m ad e  e a s i e r .  T hey  h a v e  a c c e s s  to a to ta l  r a n g e  of
c o m p l im e n ta r y  e q u ip m e n t ,  in  ad d it io n  to a c c e s s  to n a t io n a l s  in
th e i r  own c o u n t r i e s .  B o u n d a r ie s  s t i l l  e x i s t  in  the  E E C ,  it h a s
n ine  d i f f e r e n t  la n g u a g e s ,  n ine  d i f f e r e n t  c u r r e n c i e s ,  and a lth o u g h
it  i s  a co m m o n  c o m m u n ity ,  t h e r e  a r e  s t i l l  c e r t a i n  th ings  th a t  a re
u n c o m m o n , i . e .  t r a d i t io n ,  la n g u ag e ,  e tc .  , and  l e g i s la t i o n .
H
T h e  co m p an y  know s th a t  a  G e r m a n  c u s to m e r  w i l l  do b u s in e s s  
m o re  h ap p ily  w ith  a G e r m a n  sp eak in g  n a t io n a l  th an  he w o u ld  w ith  
a G e r m a n  sp ea k in g  E n g l i s h  community '. '
HOW FA R  THE E L IM IN A TIO N  O F  T A R IF F S  H E L P E D  TH E 
CO M PANY' S TRADE IN T H E E E C  M ARKET
I q uo te  w h a t  th e  c o m p an y  s t a t e d  in th a t  co n n ec tio n :  " I t  o b v io u s ly
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h e lp s  - b e c u a s e  the  t a r r i f  c o m e s  down 25% e a c h  y e a r  b u t  
e q u a l ly  m u ch . W hen w e ' r e  p a r t  of the  E F T A  c o u n t r i e s ,  w hich  
w e r e  r e l in q u is h e d  w hen  we b e c a m e  p a r t  of the  C o m m u n i ty ,  we 
did f a r  m o r e  b u s in e s s  w ith  th e  E F T A  c o u n t r i e s  th an  w ith  the  
E E C  c o u n t r i e s ,  and  we s t i l l  do . So th a t  is  h av in g  s o m e  of o u r  
b u s in e s s  a t  the  m o m e n t  w ith  s o m e  of the  old E F T A  c u s t o m e r s ,  
and  the  C o m m o n w e a lth ,  and  t r a d i t i o n a l  m a r k e t  a, b u t  eq u a l ly  
a s  m u ch  the  a l t e r n a t iv e  s o u rc e  of supp ly  fo r  o u r  c u s t o m e r s  in  
the E F T A  c o u n t r i e s  s t i l l  b a s i c a l l y  i s  e i t h e r  A m e r i c a  o r  E u r o p e ,  
so a l l  we a r e  p ro b a b ly  doing  i s  lo s in g  som e d e g re e  of th e  
a d v a n ta g e s  th a t  w e  h a d  p r e v i o u s l y , "  W hen  the  e x e c u t iv e  I i n t e r ­
v ie w e d  h a s  b e en  a s k e d  if  h e  c o u ld  qu an tify  the  e f fe c t  of the  t a r i f f  
r e d u c t io n  on th e i r  s a l e s  v o lu m e  to the  E E C  c o u n t r i e s ,  h e  
a n s w e re d ,  I quo te : "N o . B e c a u s e  w e  w e r e  do ing  v e r y  m uch  
b e fo re h a n d ,  and  w h a t  w e  h av e  done s in ce  h a s  b e e n  a c o m b in a t io n  
of the B e n d ix  f a m i ly  in  E u r o p e ,  the n ew  r a n g e  w e d ev e lo p ed  of 
v a lv e s  fo r  E E C  le g i s l a t i o n ,  and  a lso  t a r i f f s ,  - you c a n ' t  t ie  th a t  
to one s p e c i f ic  f a c to r  - i t  i s  a  c o m b in a t io n  o f  a l l  t h r e e  o r  m o r e ,  
a m o n g s t  i t  the  v a lu e  of the £ t o d a y .................."
HOW T H E  D E V A LU A T IO N  O F  TH E £ A F F E C T E D  TH E 
C O M P A N Y 'S  TRA D E W ITH TH E E E C
T h e  e x e c u t iv e  I in te r v ie w e d  v a lu e d  th a t  e f fe c t  in the  fo llow ing .
I quo te : " I  w ou ld  s a y  th a t  the  d e v a lu a t io n  of the  £ a f f e c te d  u s  
m a r g in a l ly .  T h e  r e a s o n  why I s ay  th a t  i s  b e c a u s e  w e, a s  a n a t io n ,  
a r e  n o t s e l f - s u f f i c i e n t  in  food  an d  in r a w  m a t e r i a l s .  E v e r y  t im e  
the £ is  d ro p p e d  o u r  im p o r t  b i l l  r i s e s .  T he only  th in g  th a t  does  
no t  r i s e  is  l a b o u r ,  and  th a t  h a s  r i s e n  a s  a d i r e c t  r e s u l t  of the  
in f la t io n  w h ich  a g a in  i s  a  d i r e c t  r e s u l t  of the  d e v a lu a t io n ,  o r  the 
f lo a t in g  down of the  £ .  T h a t  w a s  a g e n e r a l  f a c t  of th a t  f a c to r  on 
the UK e co n o m y , b u t in  the  c a s e  of the  co m p an y  b e c a u s e  we a r e  
a m a n u fa c tu r in g  co m p an y  and  we m a n u fa c tu r e  lo ts  of our p r o d u c t s  
in s te e l ,  a lu m in iu m , an d  r u b b e r ,  and p la s t i c  p a r t s ,  and  a l l  th o se  
I have  l i s t e d ,  we a re  no t  s e l f - s u f f i c i e n t .  We do n o t  p ro d u c e  any th ing
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o u r s e l v e s .....................we h a v e  to buy  e v e r y th in g .  Our i r o n  o re  f r o m
S c a n d in a v ia ,  o r  w h e r e v e r ,  a lu m in iu m  f r o m  C an ad a , and o th e r  
p l a c e s ,  r u b b e r  f r o m  a l l  a ro u n d  the  t r o p i c a l  c o u n t r ie s ;  the  p l a s t i c s  
a r e  a  d i r e c t  p ro d u c t  of the p e t r o c h e m i c a l s ,  and I d o n ' t  n e e d  to 
e x p a n d  on  the  p r o b le m s  th a t  w e e x p e r i e n c e d  a few y e a r s  ago on  
th a t .  T hough  a s  f a r  a s  th a t  i s  c o n c e r n e d  th e n  a l l  o u r  ra w  m a t e r i a l s  
a r e  im p o r te d ,  b u t a r e  w o rk e d  on in  the  UK, h e n ce  i t  has  i n d i r e c t  
r e s u l t .  So the  f lo a t in g  dow n o f  the  £ g iv e s  us  a  t e m p o r a r y  a d v a n ­
ta g e ,  b u t i t  d o es  n o t  ta k e  the  s u p p l i e r s  v e r y  long to  s ay ,  the  c o s t  
h a s  gone up of th i s  an d  tha t,  so  the  c o s t  g o es  up to  o u r s e l v e s ,  a s  
su ch  w e have  to  p a s s  on . We of c o u r s e  do n o t  p a s s  on the  fu l l  c o s t  
b e c a u s e  we h av e  la b o u r  w h ich  is  n o n  i m p o r t  r e l a t e d ,  b u t  i t  d o es  
r e f l e c t  th e  r a t e  of in f la t io n ,  and  you h a v e  only  to  c o n s id e r  the  
p r o b le m s  th a t  we h av e  h a d  in  the  p a s t  w i th  the  U nions  an d  w a g e  
a w a r d s  to  r e a l i s e  th a t  you  p a s s  th a t  on a s  w e l l .  B e f o re  v e r y  lo n g ,  
a n d  b e in g  a s  an  e x p o r t  m a r k e t  you  d o n ' t  h a v e  to  w o rk  w ith in  the  
l e g i s l a t i o n  of the  UK g o v e rn m e n t ,  only  50-80%  of y o u r  la b o u r  
c o s t s ,  so  w e  h av e  te n d e d  to  r e m a i n  c o m p e t i t iv e  b u t  w h e r e v e r  
p o s s ib le  k eep  o u r  p r i c e s  up , b e c a u s e  we know only  too w e l l  th a t  
w ith  h a l f  of our p ro d u c t io n  b e in g  d i r e c t l y  e x p o r te d ,  the  p ro f i t a b i l i ty  
an d  th e  jo b s  of the p eo p le  in  th is  c o u n try  d epend  on the  p r o f i t a b i l i ty  
of th a t  b u s in e s  s, and i t  h a s  to  r e t u r n  the  r ig h t  s o r t  of m  arg ins  to
m a k e  i t  a l l  w o r th  our w h i l e .................... and  to s ta y  in b u s i n e s s . "
T h e r e  a r e  o th e r ,  s m a l l e r  c o m p e t i to r s  in  G e rm a n y  and  the  UK.
C l ay ton  De W an d re  h a s  a l a r g e r  tu r n o v e r  th an  B end ix , a l th o u g h  
th e y  c a n ' t  n e c e s s a r i l y  c o m p e te  in  a  s i m i l a r  m a r k e t ,  th ey  go 
f u r t h e r  dow n the  c o m m e r c i a l  v e h ic le  r a n g e ,  d e a l in g  w ith  l ig h te r  
v e h ic l e s  than  B en d ix  d o e s .  W ABCO a r e  m o r e  d i r e c t l y  c o m p e t i t iv e  
on a p r o d u c t  b a s i s ,  and  the C o m p an y  w ou ld  s ay  th a t  they  a r e  
l a r g e r  th an  th e m s e lv e s ,  a s  th ey  h av e  a w id e r  m a n u fa c tu r in g  
and  m a r k e t  b a s e  - t r a d i t io n a l ly  th r o u g h  F r a n c e  a n d  G e rm a n y  e tc .
T H E  P E N E T R A T IO N S  O F  THE UK M ARK ET F R O M  FIRM S IN 
TH E E E C
I qu o te  the  C o m p a n y 's  v iew  on th is  point: "O nly  v e r y  m a rg in a l ly .
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T h e  B r i t i s h  m a n u f a c tu r e r  only  b r in g s  out a  new  t r u c k  e v e r y  3 -4 ,  
m ay b e  ev en  10 y e a r s ,  so  the  c h a n c e s  of g e t t in g  on to a new  v e h ic le  
m u s t  re v o lv e  a ro u n d  the  in t r o d u c t io n  of a  n e w  v e h ic l e ,  o r  p r i o r  to  
the in t r o d u c t io n  - w hen  th e y  a r e  going th ro u g h  a p ro to ty p e  s t a g e .  
Now, a s  su ch , m o s t  UK m a n u f a c t u r e r s  - w ith  the  e x cep tio n  of 
B r i t i s h  L e y la n d  fo r  o b v io u s  r e a s o n s  - h a v e  in t r o d u c e d  new  
v e h ic l e s  in the p a s t  2 y e a r s  - 18 m o n th s ,  a n d  th a t  i s  r e l a t i v e ly  
c lo se  to w hen w e jo ined  the  m a r k e t  an d , a s  th ey  have  t r a d i t i o n a l  
v a lv e s  on th e m ,  th ey  a r e  now p u t t in g  v e h ic l e s  up  f o r  type  a p p r o v a l
to m e e t  the  E E C  l e g i s l a t i o n ..................an d  a s  su ch  we a r e  f ind ing
th a t  o u r s e l v e s ,  and  C a ly to n ,  in the  m a in  can  give th em  the  r i g h t  
e q u ip m e n t  to  m e e t  th a t  a p p ro v a l  - and  th e r e f o r e  w e  a r e  ho ld ing  
the E u r o p e a n  c o m p e t i t io n  ou t of the UK.
TH E M A IN  O B S T A C L E S  TO  E N T R Y  INTO TH E UK M A R K ET 
FR O M  FIR M S IN T H E  E E C  C O U N T R IE S IN T H E  CASE OF T H E  
C O M P A N Y 'S  PR O D U C T S
T h e  te c h n ic a l  r e q u i r e m e n t s  o f  the  p r o d u c t s  cou ld  b e  c o n s id e r e d ,  
m a r g in a l ly ,  an  o b s ta c le  to  e n t r y  f r o m  f i r m s  in  the  E E C  c o u n t r i e s .  
T h e  c o m p e t i to r s  f r o m  E u r o p e  c a n  m e e t  any  r e q u i r e m e n t s ,  b u t  
the v e h ic le  m a n u f a c tu r e r s  in  B r i t a i n  s t i l l  p r e f e r s  to d e a l  w ith  
so m eb o d y  th a t  he h a s  w o r k e d  w ith  fo r  a long  t im e ,  an d  who he 
knows h a s  a r e l a t i v e ly  c h e a p  p ro d u c t  b e in g  m a d e  in  the  UK, 
c o m p a r a b le  to the p r o d u c t  th a t  h e  w o u ld  h av e  to  im p o r t  f r o m  
E u r o p e .  T h e  E E C  c o m p e t i t o r s  h a v e  n o t  y e t  m a d e  an y  g r e a t  
i n - r o a d s  in to the UK m a n u fa c tu r in g  m a r k e t .
P r o v id e d  th e  E E C  c o m p e t i t o r s  c a n  m e e t  the  te c h n ic a l  r e q u i r e m e n t s  
w h ich  a r e  n e e d e d  in  the UK m a r k e t ,  a  q u e s t io n  a r i s e s  h e r e  w h ich  
i s ,  "W h a t h ad  p r e v e n te d  th e m  f r o m  p e n e t r a t i n g  the UK m a r k e t  up 
to now ? Is i t  a n a t io n a l  p r e f e r e n c e  or s o m e th in g  e l s e ? "
T he  C om p an y  s ta t e d  th a t  t h e r e  m a y  be  a  d e g r e e  of n a t io n a l  
p r e f e r e n c e  but th ey  w o u ld n ' t  p u t  i t  v e r y  h ig h .  T h e y  th ink  th a t  the  
t im in g  fo r  c u r r e n t  m e a s u r  e v e h ic le  s, and th e  p r i c e ,  a r e  p ro b a b ly  
the two m a in  f a c t o r s .  A s  long a s  th e  p r i c e  r e m a i n s  r i g h t  the
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q u a l i ty  r e m a d n s  r ig h t ,  an d  the C o m p a n y  c a n  m e e t  te c h n ic a l  
r e q u i r e m e n t s ,  th e n  th ey  d o n 't  r e a l l y  s e e  v e r y  m u c h  th a t  th ey  
a r e  going to  c h an g e .
T h ey  can r e l y  on d u a l  s o u r c e s  fo r  m a t e r i a l s  a n d  k e ep  th e i r  l in e s  
ru n n in g  i f  one or o th e r  of th e m  f a i l s  - f r o m  w ith in  the  UK - th ey  
d o n 't  " d u a l - s o u r  c e "  UK a n d  o v e r s e a s .  T h e r e  a r e  obv ious  p r o b le m s  
if one h a s  to i m p o r t  - if  t h e r e  i s  a d o c k  s t r i k e  a  f i r m  cou ld  e a s i ly  
f a i l .  T h e y  can  e x p e c t  th a t  the su p p ly  a lw a y s  w i l l  b e  m a in ta in e d  in  
the UK.
MAIN C O M P E T IT O R S  IN TH E E E C  C O U N T R IE S
T h e i r  m a in  c o m p e t i to r  is  C a ly to n  d e  W a n d e re  - th ey  a r e  L in c o ln  - 
b a s e d  in the  UK. T h ey  a r e  n o t  a  m a jo r  c o m p e t i to r  of the  C o m p a n y  
in  E u r o p e ,  bu t a r e  d o ing  the s a m e  a s  the  C o m p an y  d o e s ,  open ing  
o f f ic e s ,  and ex p an d in g  b u s i n e s s .  T h e  m a in  c o m p e t i to r  in  E u r o p e  
w ould  b e  W ABCO, the  W e s t in g h o u se  A i r  B r a k e  C o m p an y , w h ich  
is  c e n t r e d  i n  G e r m a n y .  T h ey  have  m a n u fa c tu r in g  o f f ic e s  in  F r a n c e ,  
H o llan d , Sw eden, a n d  s o  on.
VARIATIONS O F  THE C O M P E T IT IO N  CONDITION IN EA C H  O F  
TH E E E C  C O U N T RIES
T h e  co m p an y  b e l ie v e  th a t  t h e r e  a r e  m in o r  v a r i a t i o n s  w h ich  a r e  n o t  
s ig n if ic a n t ,  in p r i c e ,  due to  b u y e r s  p o w e r ,  p u r c h a s e r s  p o w e r ,  o r  
a p r e f e r e n c e  in  one c o u n t ry  w h ic h  m ig h t  p u t  a  s l ig h t ly  d i f f e r e n t  
v a lu e  on an i t e m  th a n  in  a o th e r  c o u n t ry .  I t  i s  p u r e ly  a q u a l i ta t iv e  
a s s e s s m e n t  i s s u e ,  b u t  the  p r i c in g  p o l i c i e s  th ro u g h o u t  E u r o p e  for 
th e i r  c o m p e t i t io n  is  p r e t ty  s te a d y  - s l ig h t  v a r i a t i o n s  b e tw ee n  
c o u n t r i e s ,  b u t  v e r y  s i m i l a r .
S P E C IA L  F E A T U R E S  TH E COM PANY PO SSESS WHICH GIVE 
IT A S P E C IA L  P L A C E  IN TH E M ARK ET
T h ey  have  a c c e s s  to r e s e a r c h  and d e v e lo p m e n t  f a c i l i t i e s ,  w h ich  
a r e  m a s s iv e  c o m p a r e d  to o th e r  c o m p a n ie s  w ith in  the  UK. T he 
B e n d ix  C o r p o r a t io n  h a s  a t u r n o v e r  of 3 ,0 0 0  b i l l io n  d o l l a r s ,  the 
C om pany  h a s  a c c e s s  to th e i r  l i c e n c e s ,  a n d  h a s  ta k e n  out l i c e n c e s
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w ith  o th e r  s u c c è s  sfu l deve  ]ope rs  of b r a k e  e q u ip m e n t ,  f r o m  the  
U n ite d  S ta te s ,  and  E u r o p e .  They a ls o  d e s ig n  a n d  m a n u fa c tu r e  
equ ip  m e n t  t h e m s e lv e s ,  and  w h e re  p o s s ib le  tak e  out p a te n t s  fo r  
t h e m  to p r o t e c t  th e i r  i n t e r e s t .  W hen  th e y  c o m p a r e  th e i r  
p r o d u c t  w ith  th a t  of t h e i r  c o m p e t i to r s  th e y  l ik e  to th ink  they  
h a v e  a p r o d u c t  of s u p e r io r  q u a l i ty  and r e l i a b i l i t y .  It n e e d s  to 
b e  w hen  th e y  a r e  m a s s  p ro d u c in g  an  i t e m  fo r  the  e n v i ro n m e n t  
t r u c k s  o p e r a te  in ,  b u t  i t  c an  only  be  a s  good a s  the  m a in te n a n c e  
th a t  i t  g e t s .
T h e y  have  c e r t a i n  p r o d u c t s  w i th in  t h e i r  r a n g e  in  w h ic h  th ey  a r e  
v e r y  s t r o n g ,  an d  if th ey  s to p p ed  p r o d u c in g  i t  cou ld  h av e  s e r i o u s  
r e p e r Classions. T h e r e  i s  n o w h e re  w ith in  t h e i r  p r o d u c t  r a n g e  th a t  
th e y  have  co m e  up a g a in s t  a  m onopo ly  c o m m is s io n ,  so  p r e s u m a b ly  
th e y  d o n ' t  f a l l  in to  the  c l a s s i f i c a t io n  of m o n o p o ly ,
T H E  HARM ONISATION B E T W E E N  T H E  COM PANY AND TH E 
S IS T E R  C O M PA N IES IN E U R O P E
N one of the  s i s t e r  c o m p a n ie s  c la s h  on p r o d u c t s ,  th e y  a r e  
c o m p l im e n ta r y .  T h e r e  is  no  g r e a t  p r o b l e m  a s  f a r  a s  p r i c in g  i s  
c o n c e rn e d ,  b e c a u s e  th ey  d i s c u s s  p r i c in g  p o l ic y  w i th in  the  G ro u p .  
W hen  s i s t e r  c o m p a n ie s  a r e  s e l l in g  one of th e i r  p ro d u c ts  in  the 
UK, they  w o rk  out th e i r  p r i c e  in  the  s a m e  w ay  th e y  w ou ld  w h e n  
s e l l in g  the  C o m p a n y 's  p r o d u c t s ,  w hen  the two c o m p a n ie s  a g r e e  
upon  w h a t  to  s h a r e  a s  f a r  a s  p r i c in g  an d  p r o f i t a b i l i ty  a r e  c o n c e r n e d .  
W hen  i t  c o m e s  to t r a in in g ,  th ey  t r a i n  e a c h  o th e r  in  th e i r  p r o d u c t s ,  
and  g ive  s u p p o r t  th a t  i s  n e c e s s a r y ,  b u t  a s  the  s i s t e r  c o m p a n ie s  
b e c o m e  c o n v e r s a n t  w ith  t h e i r  p r o d u c t s ,  and  the  C o m p a n y  s i m i l a r l y  
w ith  t h e i r s ,  th e  t r a in in g  an d  the  s u p p o r t  th a t  th ey  a l l  n e e d  
d e c r e a s e s .
T H E  M ODIFICATIONS T H E  COM PANY HAD TO  A P P L Y  TO  ITS 
PR O D U C T S TO  M E E T  TH E R E Q U IR E M E N T S  O F  TH E E X T E N D E D  
M ARK ET
T h e  C o m p an y  h a d  to a d a p t  i t s  p r  oduc ts  to a  co m b in a t io n  of 
m o d if ic a t io n s ,  w h ich  c o n s is ts  of a l l  the  e le m e n ts  w h ich  cou ld  be
ap p lied :
- M in o r  change
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- M a jo r  change
- C o m p le te ly  n ew  p r o d u c ts
Som e p r o d u c ts  th ey  h a v e  b e e n  ab le  to s e l l  a s  th ey  a r e ,  so m e  
p r o d u c ts  they  h a v e  h ad  to m ak e  m in o r  a d ju s tm e n t s  to - to  
m e t r i c a t e  th r e a d  s iz e s  a s  op p o sed  to  the  old I m p e r i a l  N P T F ,  
and th e r e  a r e  p r o d u c ts  th a t  they  h a v e  h ad  to d e s ig n  s p e c i f i c a l ly  
fo r  th e  E u r o p e a n  m a r k e t  in  o r d e r  to  m e e t  E E C  le g is la t i o n .  T h e y  
have  to m e e t  the  E E C  r e q u i r e m e n t s  to  s a t i s f y  the  v e h ic le  
m a n u f a c tu r e r  and  (fo r  h im  a n d  fo r  h i s  v e h ic le )  to m e e t  the  
l e g i s l a t i o n .  A s  f a r  a s  the  c u s to m e r  i s  c o n c e rn e d ,  they  h av e  h a d  
to b e c o m e  m o r e  E u r o p e a n  m in d ed , in  la n g u ag e ,  c u s to m s ,  
b u s in e s s  p r a c t i c e ,  and  t r a d i t i o n s .  A s  B en d ix  h a s  c o m p a n ie s  in  
E u r o p e  they  have  b e e n  ab le  to  t a lk  to ,  and  h e a r  f r o m ,  p e o p le  
w ho  a r e  a l r e a d y  o p e ra t in g  in  t h a t  e n v i r o n m e n t ,  who h a v e  the  
know ledge  an d  the  e x p e r t i s e  to  h e lp  the  C o m p a n y .
TH E NEW D ISTR IB U TIO N  F A C IL IT IE S  TH E C O M P A N Y  B U IL T  
TO M E E T  T H E R E Q U IR E M E N T S  O F  T H E  E X T E N D E D  M A R K ET 
BESID E USING THE A F F IL IA T E D  C O M P A N IE S F A C IL IT IE S
T h e  C o m p an y  h a s n ' t  b u i l t  i t s  own d i s t r i b u t i o n  o r  s a l e s  f a c i l i t i e s
in  the E E C .  A s  e x p la in e d  b e fo re  th e y  h a v e  i n c r e a s e d  th e i r  E x p o r t
D e p a r tm e n t  f o r c e ,  u s in g  o f f ic e s  and  s ta f f  of the  v a r io u s  c o m p a n ie s
w ith in  E u r o p e .  T hey  a r e  n o t  fu l ly  c o n v e r s a n t  w ith  p r o d u c ts  of
th e i r  s i s t e r  c o m p a n ie s  a r e  n o t  m a n u fa c tu r in g ,  so th e y  n e e d  a
d e g r e e  of h e lp  and  t r a in in g ,  w h ich  t h e i r  s i s t e r  c o m p a n ie s  give
th e m . In the  s a m e  w ay  th ey  have  b e e n  t r a in in g  s ta f f  f r o m  E u r o p e
in  th e i r  p r o d u c t s .
THE IN V E ST M EN T  TH E COM PANY U N D ER TO O K  IN ANY OF 
THE E E C  CO UN TRIES A F T E R  T H E  UK E N T R Y
B en d ix  W es t in g h o u se  L t d . ,  a s  a c o m p a n y ,  m a d e  n o  in v e s tm e n t .
T h e  inve  s tm e n t  h a s  c o m e  f r o m  B e n d ix  in  the  USA.
TH E P R E P A R A T IO N S  T H E  COM PANY U N D ER TO O K  TO M E E T  
THE E X T E N D E D  M ARK ET IN T H E  K N O W LED G E THAT THE 
TH E UK WOULD JOIN TH E COMMUNITY
T h e  C o m p an y  w a s  a w a r e  of the  UK jo in ing  the  m a r k e t ,  so  they
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w e r e  look ing  to  s ee  w h a t  w a s  r e q u i r e d  to  m e e t  E E C  le g i s l a t i o n .  
T h ey  w e re  in v o lv ed  in  t h e i r  own r e s e a r c h  and  d e v e lo p m e n t  
p r o g r a m m e  to m e e t  new le g i s l a t i o n ,  w h ic h ,  to a  c e r t a i n  e x te n t ,  
is  s t i l l  g o ing  on . In the  f i r s t  coup le  of y e a r s  (b e fo re  1973) t h e i r  
in v e s tm e n t  w as  m o re  in m a r k e t  r e s e a r c h ,  and  not in  m a c h i n e r y .  
T hey  w o rk e d  on  the  a s s u m p t io n  th a t  g e n e r a l  p u rp o s e  m a c h in e r y  
w ould c o v e r  th e  r e q u i r e m e n t s  f o r  v a lv e s  fo r  the  E E C .  A s  th ey  
w en t a long  th ey  r e a l i s e d  they  had  to m ak e  s p e c i f ic  in v e s tm e n t ,  
and  th a t  h ap p en e d  a f t e r  the UK e n t r y .  T h e y  h a v e  m a d e  in v e s t m e n t  
s in c e ,  an d  w i l l  co n tinue  to  do s o .
R e g a r d in g  the  o r g a n is a t i o n a l  r e s t r u c t u r e  n e e d e d  p r i o r  to  the  
e n t ry ,  to m e e t  the  e x te n d e d  m a r k e t ,  the co m p an y  s ta te d  tha t:
a) P ro d u c t io n  r e s t r u c t u r e , they  have  one p la n t  and s e v e r a l  
m a ch in e  s h o p s ,  so m e  g e n e r a l  p u rp o s e  m a c h in e  sh o p s ,  s p e c ia l  
p u rp o s e  m ach in e  shops , an d  a s s e m b ly  a r e a s .  E v e ry th in g ,  fo r  
E E C  o r  UK c o n su m p t io n ,  now  goes  b a s i c a l ly  th ro u g h  the s a m e  
p r o c e  s s .
b) R e g a r d in g  the  s e l l in g  o r g a n i s a t i o n  s t r u c t u r e ; th ey  have 
s t r e n g th e n e d  th e i r  e x p o r t  s a l e s  t e a m  - th ey  have  p ro d u c e d  
l i t e r a t u r e  to  m e e t  the  r e q u i r e m e n t s  of the  E u r o p e a n  m a r k e t ,  in  
the c o r r e c t  lan g u ag e  fo r  e x a m p le .  T h e y  h a v e  n o t  a c tu a l ly  s e t  up  
one a r e a  to look  a f t e r  the  e n la r g e d  m a r k e t .  T h ey  h a d  an  e x p o r t  
s a le s  d e p a r tm e n t  b e f o r e ,  and  th ey  h a v e  th e  s a m e  one now . A ll  
they  have  done is  to s t r e n g th e n  i t  in  l in e  w ith  w h a t  th ey  a s s e s s  
th e i r  n e ed s  a r e  to m e e t  the  e n l a r g e d  m a r k e t .  A s  th ey  s t a t e d  b e f o r e ,  
they  a r e  a b le  to  u s e  the B en d ix  c o m p a n ie s  th ro u g h o u t  E u r o p e ,  
th e i r  s a le s  t e a m s ,  and  an exchange  of t r a in in g  f a c i l i t i e s ;
c) R e g a r d in g  the  m a r k e t in g  fu n c tio n  s t r u c t u r e ,  w h ich  i s  l in k ed  
w ith  the  se l l in g  fu n c t io n .  F i r s t  and  f o r e m o s t  th ey  dec id e  to  do 
m a r k e t  r e s e a r c h  to a s s e s s  w h a t  is  be ing  m a n u fa c tu r e d  in  E u ro p e ,  
w ha t the  v o lu m e s  a r e ,  and  who i s  p ro d u c in g  w h a t.  T he  r e s u l t  w as  
th a t  they  n e e d e d  new  v a lv e s  to m e e t  l e g i s la t i o n .  It w as  in d ic a te d  
th a t  they  n e e d e d  a l a r g e r  e x p o r t  d e p a r tm e n t ,  so  they  i n c r e a s e d  i t ,  
and  they  gave th e m  a l l  the  s u p p o r t  and  f a c i l i t i e s  n e e d e d ,  in  the w ay
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of l i t e r a t u r e ,  a id s ,  b a c k - \ ip ,  e tc .  T h a t  d e p a r t m e n t  is  only u s e d  
to aid  t h e i r  s i s t e r  c o m p a n ie s  in E u r o p e .  In the  day to day  ru n n in g  
of th ings  th e y  a c t  on the UK p l a i t ' s  b e h a lf ,  they  u s e  t h e i r  own 
s ta f f  an d  m a r k e t in g  a id s ,  th ey  t r a i n  th e m  a n d  a d a p t  l i t e r a t u r e  and 
a id s  to  m e e t  the  UK r e q u i r e m e n t s .  T h en  the  UK p la n t  a c t s  on 
the s i s t e r  c o m p a n y ’s b e h a l f  in the  UK. It  i s  v e r y  m u c h  in t e g r a t e d .  
T h e r e  is  a  to ta l  B en d ix  c o n cep t  th ro u g h o u t  E u r o p e ,  and  m a r k e t in g  
m en  t r a v e l  b e tw ee n  e a c h  o th e r  a l l  the  t im e ,  h e lp in g  e ach  o th e r  
out, in t ro d u c in g  t h e i r  a s s o c i a t e s  to c o m p a n ie s  in the  UK, and  
a c t in g  a s  g o -b e tw e e n s .  It i s  a  v e r y  c o m p le x  s i tu a t io n ,
d) R e g a r d in g  the  m a r k e t in g  m e th o d s  an d  t h e i r  a d a p ta t io n s  to  m e e t  
the e x te n d e d  m a r k e t ;  J o in in g  E u r o p e  i s  c o - in c id e n ta l  to B e n d ix 's  
in v e s tm e n t  in E u r o p e ,  an d  the  co m in g  to g e th e r  of the s i s t e r  
c o m p a n ie s .  E v e n  i f  B r i t a i n  h a d n ' t  jo in e d  the C o m m u n ity  i t  w ould  
s t i l l  h av e  h a p p en e d ,  b u t  th e r e  p ro b a b ly  w o u ld  n o t  h a v e  b e e n  the  
s a m e  s u c c e s s .  A l l  the  c o m p an y  h a s  done is  la s h e d  onto , an d  u s e d ,  
o th e r  p e o p le s  m a r k e t in g  know -how  and e f fo r t ,  in  t h e i r  own 
p a r t i c u l a r  m a r k e t  s e c t o r  and  c o u n try .  T h e i r  m e th o d s  of m a r k e t in g  
a r e  j u s t  the s a m e  b u t  the  c o - o p e r a t io n  b e tw e e n  th e m s e lv e s  and  
o th e r  s i s t e r  c o m p a n ie s  is  m uch  c l o s e r .
TH E MAIN O B STA C LES TO EN T RY  INTO TH E E E C  M ARKETS 
R E L A T IN G  TO THE C O M P A N Y 'S  PR O D U C T S
B e s id e s  the obvious b a r r i e r  to  e n t r y  (the t a r i f f  d u t ie s )  w h ic h  :
h a s  b e e n  a b o l i s h e d  g r a d u a l ly  (up to Ju ly  1977 w hen  i t  w i l l  b e  a t
a z e r o  r a t e ) ..............   . the  com pany  s e e s  th a t  o th e r  b a r r i e r s  to
e n t ry  a r e  a s  fo llow s:
a) N a t io n a l i s t i c  a p p ro a c h
b) Not h av in g  the r ig h t  e q u ip m e n t  a t  th e  t im e  of the  e n t ry
THE C O M P A N Y  O V ER C A M E T H E SE  O B S T A C L E S  BY TH E 
FOLLOW ING:
a) H aving  now the r i g h t  e q u ip m e n t  fo r  the E E C  m a r k e t .
b) T hey  o p e r a te  f r o m  r e l a t i v e ly  lo w - c o s t  b a s e  m a n u fa c tu r in g  p la n ts ,
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c) T hey  h a v e  th e i r  len g th y  r e l a t io n s h ip  w ith  the B en d ix  f a m i l y  in 
E u r o p e ,  w h ich  h e lp e d  th e m  to u s e  t h e i r  s a l e s  f o r c e ,  d i s t r ib u t io n  
f a c i l i t i e s ,  an d  m a r k e t  r e s e a r c h .  It h e lp e d  th e m  a l s o  in u s in g  
B e n d ix  c o n ta c t s  w ith  the  c a r  m a n u fa c tu r in g  i n d u s t r i e s  in  E u r o p e ,  
e s p e c i a l l y  a s  they  a r e  n a t io n a l  e m p lo y e e s ,
T H E  DISADVANTAGES, IF  T H E R E  A R E ANY, IN T H E  CASE OF 
T H E  CO M PA N Y , O F B R IT A IN 'S  EN TRY  INTO TH E E E C
I q u o te  the  C o m p a n y 's  v iew  on th is  po in t; "W e ll  t h e r e  a r e  n o t  any
r e a l  d i s a d v a n ta g e s  now, a p a r t  f r o m  b e in g  a b le ,  p e r h a p s ,  to supp ly
in  the v o lu m e s  th ey  r e q u i r e .  You go f r o m  - in the  p a s t  - th e  UK
in d u s t r y ,  the  o ld  B r i t i s h  E m p i r e  an d  C o m m o n w e a l th  c o u n t r ie s
and  E F T A .  N ow  o u r e n t r y  to E u r o p e  m e a n t  th is :  o u r  m a r k e t  p la c e
w a s  m o r e  th an  d o ub led  o v e rn ig h t .  Now o b v io u s ly  the  s u c c e s s  in
th a t  a r e a  d e p en d s  on h av in g  th e  r i g h t  p r o d u c t s ,  a t  the  r i g h t  p r i c e ,
a t  the  r i g h t  t im e ,  a n d  b e in g  ab le  to supp ly  i t  in the  r i g h t  v o lu m e s .
N ow  a s  a  co m p an y  w e  h av e  b a s i c a l l y  r u n  p r e t ty  w e l l  to  fu l l
c a p a c i ty ,  so p e n e t r a t i o n  in  E u r o p e  is  d e p e n d e n t  on u s  m a k in g
in v e s tm e n t .  Now we h av e  m a d e  a lo t  of in v e s tm e n t  in th is  com pany
and  w e  co n t in u e  to go on - b u t  to m a k e  a s ig n i f ic a n t  i n - r o a d  in to
E u r o p e  w ould  m e a n  a m a s s iv e  in v e s tm e n t  w h ich  ta k e s  t i m e ,  a n d
you h av e  to ju s t i fy  to  y o u r  lo r d s  and m a s t e r s  th a t  it i s  g o ing  to
show  the r i g h t  r e t u r n  e t c .  - i t  i s  co m in g  a long  but i t  a l l  t a k e s  t im e .
We d id  n o t  k id  o u r s e lv e s  in to  b e l ie v in g  th a t  o v e rn ig h t ,  a n d  even
w ith in  2 or 3 y e a r s ,  th a t  w e w e r e  going  to  m a r c h  in to  E u r o p e  and
j u s t  sw eep  e v e ry b o d y  a s id e .  I t  j u s t  i s n ' t  d o n e  th a t  w ay . C om e
b a c k  in  10 y e a r s  and  we m ay  be a b le  to  lo o k  b a c k  o v e r  10 y e a r s
and  s ay  w e l l ,  in  a c tu a l  f a c t  w e  have  b e e n  a b le  to  a c h ie v e  th a t
a m o u n t" .
T H E  B E N E F IT S  THE COM PANY OBTAINED OUT O F  T H E  TRADE 
A G R E E M E N T S  WHICH TOOK P L A C E  B E T W E E N  TH E E E C  AND 
ITS ASSOCIA TES OR OTHER CO UN TRIES
T h e y  have b e n e f i te d  to a d e g r e e  in S pa in , th ey  a n t ic ip a te  th a t  Spa in  
w i l l  jo in  the  co m m u n ity  b e f o r e  v e r y  long . It  is  d if f icu l t  to  s ay
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w h e th e r  th a t  w a s  the r e s u l t  of jo in in g  the  c o m m u n ity  as B end ix  
h a s  a co m p an y  in  Spa in  a s  w e l l .  T h e y  a re  now  h av in g  s u c c e s s  in  
A lg e r i a ,  b u t  th a t  is m o r e  a s  a d i r e c t  r e s u l t  of th e i r  F r e n c h  
S i s t e r  C o m p a n y ’s c o n ta c t s ,  and  long  s ta n d in g  e x p e r ie n c e  in 
A lg e r i a .  W ith  the A f r i c a n  c o u n t r ie s  th e  co m p an y  w ould  n o t  say  
th a t  th ey  h a d  b e n e f i te d  up to  n o w . A t  the  m o m e n t  th ey  h av e  had  
s u c c e s s  in the  t r a d i t io n a l  C o m m o n w e a l th  c o u n t r i e s  in  A f r i c a ,  
th e r e  is  an a s s o c ia te  co m p an y  in  South A f r i c a .  H o w ev e r  w ith  the  
F r e n c h  and  D u tch  c o u n t r i e s  in  A f r i c a ,  w ith  the  e x c e p t io n  of A lg e r i a ,  
they  w o u ld  say  a t  the  m o m e n t  th ey  h a v e  n o t  b e n e f i t e d  a  g r e a t  d e a l .  
S ince jo in in g  the  c o m m u n i ty  the  w hole  w o r ld  h a s  p lu n g ed  in to  
r e c e s s i o n ,  so i t  w a s  n o t  the  b e s t  c l im a te  to  m ake  in r o a d s  in to  
a m a r k e t ,  w h e n  the  m a r k e t s  a r e  c o n t r a c t i n g  an d  p eo p le  d o n 't  h a v e
the m o n ey  to  p ay  fo r  e x p e n s iv e  i m p o r t s  e t c .
TH E E F F E C T  O F T H E  P E R F O R M A N C E  O F T H E  UK ECONOM Y 
ON TH E P E R F O R M A N C E  OF T H E  COMPANY
I qu o te  the  C o m p a n y 's  v iew  on th a t  po in t;  " I r r e s p e c t i v e  of w h e th e r  
the B r i t i s h  eco n o m y  h ad  b e e n  in  the  s lu m p ,  or w h e th e r  i t  h a d  no t 
b e e n  in  the  s lu m p ,  the  e f fe c t s  in  th o s e  co u p le  of y e a r s  r e a l l y  
m ad e  v e r y  l i t t l e  d i f f e r e n c e ,  p u r e ly  b e c a u s e  they  h a d  a  v e r y  s m a l l  
a m o u n t  of b u s in e s s  w ith  the  c o m m u n i ty .  T h a t  i s  the  r e a s o n  th ey  
w e re  only  ta lk in g  ab o u t i n c r e a s e d  s a l e s  due  to the  e n t r y  in  the  
p e r c e n ta g e  of 0 - 5 ,  p o s s ib ly  going to  5 - 1 0 " .
THE E F F E C T  O F TH E S T A T E  O F  T H E  CAR INDUSTRY ON THE 
P E R F O R M A N C E  OF TH E COM PANY
T hey  a r e  n o t  a c o m p o n en t s u p p l ie r  to the  in d u s t r y ,  b u t they  a r e  a 
co m p o n en t  s u p p l ie r  to the  c o m m e r c i a l  v e h ic le  s id e , p a r t i c u l a r l y  
to the h e av y  end  of the  m a r k e t .  I t o b v io u s ly  had an  e f f e c t  upon 
th e m  b e c a u s e ,  o v e rn ig h t ,  fu e l  c o s t s  q u a d ru p le d .  B u t th ey  th in k
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i t  m a d e  p e o p le  who w e r e  m oving  goods a ro u n d  th in k  th a t  i t  m ay­
be b e t t e r  to  i n v e s t  in  a  l a r g e r  v e h ic l e ,  i n s t e a d  of m an y  s m a l l e r  
o n e s .  W ith  the  o il  p r i c e s  i n c r e a s e  th e  C o m m o n  M a r k e t  s lu m p e d  
and  th e  l ig h t  v a n  and  t r u c k  m a r k e t  te n d e d  to fo llow  i t  down b e in g  
p a r t  of the  e c o n o m y . B u t  the  h eav y  t r u c k  m a r k e t  s ta y e d  b u o y a n t  
12 m o n th s  a f t e r  th a t .  T h e n  i t  s t a r t e d  to  c o l l a p s e  a s  the  w hole  
eco n o m y  e v e n tu a l ly  a f fe c te d  th a t  e n d  o f  the  m a r k e t  an d  the  
m o v e m e n t  o f  l a r g e r  ty p es  of g o o d s .  No s o o n e r  h ad  o i l  p r i c e s  
gone up th a n  i t  a f fe c te d  the e c o n o m y , c o n s u m e r  p u r c h a s i n g  
p o w e r ,  th en  i t  g e ts  a l l  the  w ay  the  l in e  to  the  m a ch in e  to o l  in 
the h e av y  p la n t  i n d u s t r y  e tc .  It w i l l  h av e  an  equal ' lag  e f f e c t ' ,  
w hen  the eco n o m y  p ic k s  up."
THE C O M PA N Y , T H E  F U T U R E  AND ITS PL A N S  IN T H E E E C  
I quo te : " T h e  fu tu r e  of the  c o m p an y  I w o u ld  say  is  good, sound , 
and  w e s h a l l  co n tin u e  to  m ak e  in  - r o a d s  in to  the UK m a r k e t ,  an d  
w e s h a l l  c e r t a in ly  m  ^ e  i n - r o a d s  in to  the E u r o p e a n  m a r k e t .  B u t  
i t  w i l l  be  in c o n c e r t  w ith , and a s  a d i r e c t  r e s u l t  of, the to ta l  
B e n d ix  a p p r o a c h  to  E u r o p e a n  m a r k e t in g .  T h e r e  a r e  c e r t a i n  
a s p e c t s  th a t  w i l l  be  a  d i r e c t  r e s u l t  of B e n d ix  W e s t in g h o u s e ,  
b u t i t  w il l  b e  p a r t  of a t o t a l  c o r p o r a t e  in te n t io n .  A nd th e  e f f o r t s  
of the G ro u p  w il l  h e lp  u s  in the  E E C .  "
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COM PANY: F O D E N  L T D .
L O C A T IO N : Scindbach, C h e s h i r e  
C O N T A CT : G .H .  P i c k e r in g
A s s t ,  to  G e n e r a l  S a le s  M a n a g e r  (E E C )
F O D E N  LTD  
B a c k g ro u n d
F o d e n  is  one  o f the  w o r l d ' s  o ld e s t  e s t a b l i s h e d  v e h ic le  
m a n u f a c t u r e r s .  S in ce  1856 th ey  have p la y e d  a r e s p o n s ib l e  
an d  le a d in g  p a r t  in  the  d e v e lo p m e n t  of the  in te r n a t io n a l  
r o a d  h a u la g e  in d u s t r y .
E d w in  F o d e n ,  fo u n d e r  of the  co m p an y ,  a n d  a t r a n s p o r t  p io n e e r ,  
e s t a b l i s h e d  h igh  s t a n d a r d s  of e n g in e e r in g  q u a l i ty  an d  c u s to m e r  
r e l a t i o n s h ip s  - s t a n d a r d s  w h ich  a r e  s t i l l  m a in ta in e d  to d ay  and  
w h ic h  w i l l  b e  m a in ta in e d  in  the  y e a r s  to c o m e .
T h e i r  f i r s t  p ro d u c ts  w e r e  s te a m  t r a c t i o n  e n g in e s .  A s in d u s t r y  
d e v e lo p e d ,  th e y  in t r o d u c e d  a ra n g e  of s te a m  h a u la g e  v e h ic l e s ,  
w h ich  w e r e  a lw a y s  c o n s id e r e d  to  be  -  and o f ten  p ro v e d  to  b e  - 
in  the c o m p a n y 's  op in ion  - the  b e s t  on the  r o a d .
In 1931 l e g i s la t i o n  m a d e  m a n d a to r y  the  ch ange  f r o m  s t e a m  to 
d ie s e l  p o w e r .  F o d e n  m ad e  th a t  t r a n s i t i o n  s u c c e s s f u l ly ,  i n t r o ­
duc ing  a c o m p re h e n s iv e  r a n g e  of h i ^  q u a li ty  d i e s e l  en g in ed  
v e h ic l e s .  T o d a y 's  r a n g e  of v e h ic l e s  - ex tend  f r o m  20 to 
100 to n s  g r o s s  w e ig h t .
T h e r e  a r e  s t i l l  m e m b e r s  of the  F o d e n  fa m i ly  on th e  b o a r d  
of d i r e c t o r s .
T h e i r  m a in  m a n u fa c tu r in g  f a c i l i ty  i s  lo c a te d  in  " S a n d b ac h " ,  
C h e s h i r e .  T h e y  have  s u p p o r t in g  b r a n c h e s  th ro u g h o u t  the 
U n ited  K in g d o m , i n t e r e s t  in  s u b s id i a r y  o p e r a t io n s  in South 
A f r i c a ,  A u s t r a l i a ,  C a n a d a  a n d  E u r o p e ,  an d  on in te r n a t io n a l  
n e tw o rk  of r e p r e s e n t a t i v e s .
T h e  c o m p an y  h a s  o v e r  3, 000 e m p lo y e e s .
M ain  a c t iv i t i e s
T h e y  a r e  th  e p ro d u c t io n  of c o m m e r c i a l  v e h ic l e s  an d  dum p t r u c k s .  
T h e y  p ro d u c e ,  a l s o  a few  e n g in e s  fo r  the  A d m i r a l t y .
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A r e a s  of M a rk e t in g
T h e  m a in  a r e a  of m a r k e t in g  i s  the  U . K . ,  a s  a p e r c e n ta g e  they  
p u t  80% of t h e i r  p ro d u c t io n  in  the U .K .  m a r k e t ,  an d  20% f o r  
exp o r  t.
T h e  m a in  a r e a  fo r  e x p o r t s  i s  the  M idd le  E a s t .
Who h a n d le s  the  s a l e s
T h e  s a l e s  a r e  h a n d le d  th ro u g h  d i s t r i b u t o r s  an d  a g e n ts ,  b o th  in 
the  U .K .  and  a b r o a d .
T h e  M a r k e t in g  a n d  s a l e s  fu n c tio n  s t r u c t u r e
T h e r e  i s  a  c h ie f  e x e c u t iv e ,  r e s p o n s ib l e  fo r  the  w hole  o p e ra t io n s  
of F o d e n ,  U n d e r  h im  t h e r e  i s  a  s a l e s  d i r e c t o r ,  a n d  a p ro d u c t io n  
d i r e c t o r .
U n d er  t h e  s a l e s  d i r e c t o r  t h e r e  i s  a g e n e r a l  s a l e s  m a n a g e r ,  
r e s p o n s ib le  fo r  the  m a r k e t in g  in  the  U .K .  and  the  E E C .
T h e r e  i s  a l s o  a  s e c o n d  s a le s  m a n a g e r  w ho  i s  r e s p o n s i b l e  fo r  
the  s a le s  in  the  R O W .
T h e  m a r k e t in g  fu n c tio n  and  the  s a le s  fu n c t io n  a r e  i n t e r - r e l a t e d .  
U n d er  e a c h  of the g e n e r a l  s a le s  m a n a g e r s  t h e r e  i s  a  m a r k e t in g  
m a n  w ho is  r e s p o n s ib l e  fo r  th e  p r o m o t io n s ,  and  e x p lo ra t io n ,  of 
m a r k e t s .
M ain  C o m p e t i to r s  & C o m p e t i t io n  C o n d it io n
In the U .K .  i t  dep en d s  on th e  type  of v e h i c l e s  w e a r e
c o n s id e r in g .  If i t  c o n c e r n s  th e  t r a c t o r  u n i t ,  t h e i r  m a in  
c o m p e t i to r  is  V o lvo .
In the E E C  c o u n t r ie s  t h e i r  m a in  c o m p e t i to r  is  " M e r c e d e s " .
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A s f a r  a s  the  E E C  i s  c o n c e r n e d ,  they  have  j u s t  p ro d u c e d  a r a n g e  
of v e h ic le s  d e s ig n e d  s p e c i f ic a l ly  fo r  th a t  m a r k e t ,  th ey  w i l l  b e g in  
to  m a r k e t  th e m  f r o m  J u ly ,  1976.
T h e  c h a n n e ls  of d i s t r ib u t io n  a r e  id e n t ic a l  w ith  t h e i r  c o m p e t i t o r s .  
T h e  c o m p e t i t io n  c o n d it io n  does  v a r y  f r o m  c o u n try  to  c o u n try .  
T h e y  s t a r t e d  in  H o llan d  by  do ing  an in v e s t ig a t io n ,  w ith  the  h e lp  
of th e i r  a g e n t  o v e r  t h e r e ,  in to  w h ich  v e h ic l e s  th e y  sh o u ld  
c o n c e n t r a te  on s e l l in g .  T h ey  found th e r e  w as  a  n e e d  fo r  fo u r  
ax le  m a c h in e s ,  they  h ad  n o t  b u i l t  any  and  h a d  n e v e r  c o n s id e r e d  
th e m .  T h e y  s t a r t e d  do ing  b u s in e s s  w ith  H o lla n d  in  th a t  v e h ic le  
in  e a r ly  1975.
P r i c i n g  P o l i c y
T h ey  w o rk  on a  t h e o r e t i c a l  m in im u m  c o s t  p lu s  p r i c in g  p o l ic y .  
T h e n  w ith  th e  h e lp  of a g e n ts ,  th ey  su rv e y  th e  c o m p e t i t io n ,  and 
d e t e r m in e  a t  w h a t  p r i c e  th ey  w i l l  s e l l  th e i r  v e h i c l e s .  V e ry  
o ften  i t  i s  a  c o m p r o m is e  b e tw e e n  the  t h e o r e t i c a l  p r i c e  a n d  the 
c o m p e t i to r s  p r i c e .
T h e i r  p r o d u c t  is  r a t h e r  e x p e n s iv e  and  i s  a lw ay s  b u i l t  to a 
s p e c i f ic a t io n  an d  no t to a  p r i c e ,  so i t  i s  a lw a y s  on the  to p  s id e  
of the m a r k e t .  T h e y  w o rk  a lm o s t  in  a c o s t  p lu s  b a s e s  t h r o u g h ­
out a l l  t h e i r  m a r k e t in g .
G ro w th  of t r a d e  in  the  l a s t  f ive  y e a r s
In 1970 - 1973, th ey  had  an  i n c r e a s e  in b u s i n e s s ,  i n c r e a s in g  
th e i r  s h a r e  of the m a r k e t .  In 1974-1975 t h e r e  w a s  a sudden  d o w n ­
tu r n  in  the  m a r k e t  and  th in g s  b e c a m e  v e r y  t ig h t .  T h is  s t a r t e d  
w hen the p r i c e  of fu e l  d r a m a t i c a l l y  i n c r e a s e d .
T h ey  a r e  now a t  the b o tto m  of th e  c u rv e  an d  a r e  b eg in n in g  to  s e e  
a s m a l l  i n c r e a s e  in b u s i n e s s .
4 .
S p e c ia l  F e a t u r e s :
D iv e r  s i f ic a t io n :  T h ey  a r e  an in d e p e n d e n t  c o m p an y ,  they  h av e
no  t i e s  w ith  a n y  o th e r  c o m p a n y .  T h e y  p ro d u c e  80% of th e i r  
r e q u i r e m e n t  of c o m p o n e n ts .  T h e y  u s u a l ly  b u y  the  e n g in es  f r o m  
o u ts id e ,  C o m m in s ,  R . R , ,  o r  G a r d e n e r s ,  A l l  o th e r  p a r t s  a r e  
m a d e  a t  t h e i r  p la n t ,  an d  so  they  h av e  c o n t r o l  o r  q u a l i ty ,  b e in g  
b e t t e r  ab le  to m a in ta in  a  h ig h  q u a l i ty .
II
T h is  i s  a  s e l l in g  a d v a n ta g e ,  the  c u s t o m e r s  know  fh a t  if  th e y  w a n t  
s p a r e  p a r t s ,  a l l  th ey  do i s  cOme b a c k  to th e  C om pany . ”
E x p e r i e n c e s
T h e  d e p th  of t h e i r  e x p e r ie n c e  i s  h e lp in g  th e m ;  f r o m  1931 th e y  
w e r e  bu ild ing  d i e s e l  e n g in e s ,  ab o u t  a s  long  a s  any  one  in  th is  
c o u n t ry .
T h e i r  e x p e r ie n c e  d o es  e f fe c t  the p e r f o r m a n c e  of t h e i r  v e h i c l e s  
a n d , t h e r e f o r e ,  the  d e m a n d  a t t a c h e d  to  th e m .
R e g a r d in g  the  fo u r  ax le  m a c h in e  v e h i c l e s ,  th ey  h o ld  32% of
II
the  U ,K .  m a r k e t .  W ith  su ch  a  b ig  s h a r e ,  p e o p le  m u s t  
f in d  th e m  good to buy , an d  con tinue  b u y in g  t h e m ,"
R  & D
T h e y  have  h a d  th e i r  own d e p a r t m e n t  s in ce  1944 , It i s  
p la y in g  a  c o n s id e r a b le  p a r t  in  th e  q u a l i ty  of th e i r  v e h ic l e s .  
T h e y  have  t h e i r  own d e s ig n  d e p a r t m e n t  w h ic h  a lw ay s  p ro d u c e  
p r o to - ty p e  w h ich  they  u s e  in e x p e r i m e n t s .
T h e y  use  th e  f a c i l i t i e s  of o th e r  r e s e a r c h  u n i t s .
5 .
C a p a c i ty
T h ey  have  a non  p ro d u c t io n  u n i t  w hich  h a s  b e e n  b u i l t  fo r  two 
y e a r s  (s in c e  1974). I t  h a s  a c a p a c i ty  o f  120 u n i t s  p e r  w e ek ,  b u t  
now o p e r a t e s  a t  a b o u t 60 u n i t s  a w e ek .  T h e y  have  no 
p la c e  to  use  th e  s p a r e  c a p a c i ty  a t  th is  t im e ;  the  c a p a c i ty  of 
the  r e s t  of the  w o rk s  i s  only 60 u n i t s  ( i . e .  a v a i la b le  c a p a c i ty  
180 P . W .  u s e d  120, s p a r e  60),
T h e y  sp en t  o v e r  £ 5  m ,  on the  new  p la n t ,  r e p u te d  to  b e  the  m o s t  
m o d e r n  in  E u r o p e  (T he d e s i g n e r s  a n d  b u i ld e r s  w e r e  S w e d ish ) ,
T h e  c o m p o n e n ts  p ro d u c t io n  u n i t s  a r e  a  b o t t le  n e c k .  T he  c o m p an y  
n e e d s  to  i n c r e a s e  the  s iz e  of th e i r  m a c h in e  s h o p s .  T h is  th ey  
a r e  do in t t o  m e e t  the  r e q u i r e m e n t s  of the n ew  p la n t .
P r e p a r a t i o n  f o r  a p p ro a c h in g  a new  m a r k e t :
T h ey  have  in fo r m a t io n  s e n t  to  th e m  f r o m  o u ts id e  s o u r c e s ,  g iv ing  
th e m  m a r k e t  p o te n t ia l ,  s i z e s ,  an d  t r e n d s .  T h e y  i n t e r p r e t  
th e i r  p o s s ib le  s h a r e  of the m a r k e t  a c c o rd in g  to th is  in fo r m a t io n ,  
and  a c c o r d in g  to the  s p e c i f i c a t io n s  of the  d e m a n d .  T h e y  h a v e n ' t  
th e i r  own m a r k e t  r e s e a r c h  p e o p le ,  th ey  d e p en d  on o u t s i d e r s .  
M a r k e t  r e s e a r c h  is  fu l ly  c o v e r e d  in the  U , K , ,  b u t  in  the  E E C ,  
and  o th e r  m a r k e t s ,  th ey  a r e  s h o r t  of in fo r m a t io n .
A s an o ld , t r a d i t io n a l ,  co m p an y , th e y  a r e  c h an g in g  to m o d e r n  
r e q u i r e m e n t s ,  b u t  s lo w ly .
P r o f i t a b i l i ty :
It i s  l e s s  th an  s a t i s f a c to r y .  One of the r e a s o n s  w a s  the  new  
p la n t .  It s t a r t e d  p ro d u c in g  ab o u t 60 v e h ic l e s  P ,  W , ,  j u s t  
4 w e e k  l a t e r ,  the  m a r k e t  su d d en ly  d iv ed , a n d  th ey  w e re  le f t  
to find the  b an k  c h a r g e s ,  w h ich  a r e  h ig h .  So th ey  a r e  p ro d u c in g  
l e s s  th an  c a p a c i ty ,  and  have  n o t  c o v e r e d  the r e t u r n  on 
in v e s tm e n t .
So, the  p ro f i t a b i l i ty  now is  n o t  th a t  good.
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M a r k e t in g  o th e r  P r o d u c t s
F o r  a  w h ile  th ey  m a r k e t e d  a G e r m a n  t r u c k .  T h ey  a r e  s t i l l  
m a r k e t in g  i t ,  b u t  in te n d  to  s top  in  the  n e a r  f u tu r e .  I t  r e p r e s e n t s  
3% of t h e i r  to ta l  s a l e ,  b u t  is  now v e r y  e x p e n s iv e  to  m a r k e t ,  
b e c a u s e  of th e  d e c l in in g  of the £ .
M o d if ic a t io n s  to  P r o d u c t s
T h e y  a lw a y s  b u i ld  t h e i r  e n g in es  to s t a n d a r d  s p e c i f ic a t io n s ,  
to  k e ep  t h e i r  p r o d u c t io n  l in e  m ov ing  q u ic k ly  and  sm o o th ly .
If any  m o d i f ic a t io n s  a r e  n e e d e d  b y  th e  c u s t o m e r s ,  t h e i r  a g e n ts ,  
o r  d i s t r i b u t o r s ,  do i t  on th e i r  p r e m i s e s .
T h e i r  b r a n d  n a m e  (F o d en )
T h e y  h a v e  a  b r a n d  n a m e  w h ic h  h e lp  th e i r  s a l e s .  I t  i s  an  old 
a n d  r e p u ta b l e  n a m e  e s p e c i a l l y  in  th e  U .K .
In H o llan d , w h e r e  th e y  w e r e  16 y e a r s  ago, th ey  h a d  a good 
n a m e .  A s  th e y  h a v e  gone b a c k  in to  th is  m a r k e t ,  p eo p le  s t i l l  
r e m e m b e r  " F o d e n " ,
T h e  P e r f o r m a n c e  of the  C o m p a n y  in  r e l a t i o n  to th e  E E C  M a r k e t
P r i o r  to  B r i t a i n ' s  a c c e s s  to  the C o m m u n ity  (19 70-1972)
T h e y  w e r e  d o ing  p r a c t i c a l l y  n o th in g .
A f te r  B r i t a i n ' s  e n t r y  in to  the  C o m m u n ity  (1973-1975)
T h ey  w e re  s low  to  e n t e r  the  E E C  m a r k e t .  T h e y  h a d  an  a g e n t  
in  F r a n c e  p r i o r  to  B r i t a i n ' s  e n t ry ,  fo r  a  n u m b e r  o f  y e a r s ,  bu t 
th ey  n e v e r  so ld  a n y th in g  t h e r e .  T h i s  c o s t  th e m  a lo t  of m o n ey , 
and  m a d e  the  c o m p a n y  c a u t io u s  in  ap p o in tin g  d i s t r i b u t o r s  to 
F r a n c e ,  the  d i s t r i b u t e r  th ey  h ad  w a s  b a d .
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S in ce ,  th e y  had  a c c e s s  to the  E E C  th e y  h a v e  b egun  to s e t  up 
a s e r i e s  of d i s t r i b u t o r s ,  and  th ey  in te n d  to  p ro v id e  th e m  w ith  
th e  r i g h t  v e h ic l e s  of the  c o r r e c t  s p e c i f i c a t io n s .
T h e  new  v e h ic l e s  th ey  a r e  p ro d u c in g  f o r  the  E E C  m a r k e t  a r e  
v e r y  m u c h  h o m e  b a s e d  v e h ic le s ,  w h ich  co u ld  b e  s e r v i c e d  lo c a l ly  
th ro u g h  the  d i s t r i b u t o r s . T h e y  have  no n e e d  of bu ild in g  a n e t  
w o r k  s e r v i c e  fo r  th e m , w h ich  anyw ay  is  b e y o n d  th e i r  m e a n s  
a s  th ey  a r e  a r e l a t i v e ly  s m a l l  c o m p an y , u n l ik e  B r i t i s h  
L e y la n d ,
So, th e y  p ro d u c e  the r i g h t  v e h ic le  fo r  the  m a r k e t  to  av o id  
c o s ts  of fo llow  up s e r v i c e s .
E l im in a t io n  of T a r i f f s  an d  i t s  e f fe c t  on S a le s
II
It h a s  b e e n  g r e a t  h e lp ,  e s p e c ia l l y  w hen  i t  g e ts  down to z e r o  r a t e  
in  the m id d le  o f 1977*1
D e v a lu a t io n  of the  £ s  a n d  i t s  e ffec t
T h e  d e v a lu a t io n  o f  the  pound  e f fe c te d  t h e i r  s a l e s  to  a g r e a t e r  
e x te n t  th a n  the e l im in a t io n  of t a r i f f s .  T h e  t a r i f f s ,  w e r e  a ro u n d  
5% c o m p a r e d  to  d e v a lu a t io n ,  w hich  m e a n s  th a t  th e i r  v e h ic l e s  w ould  
be  c h e a p e r  in th e  e x p o r t  m a r k e t .
S om e p o in ts  f r o m  thé Q u e s t io n n a i r e
E x p e c ta t io n  of s a l e s  i n c r e a s e  due  to  t a r i f f s  e l im in a t io n  25%
W hat had  m a t e r i a l i s e d
S ince  the  Q u e s t io n n a i r e  w a s  f i l l e d  in ,  the  i n c r e a s e  w h ich  sh ou ld  
h av e  fu l f i l le d  th is  e x p e c ta t io n  d id  n o t m a t e r i a l i s e .  T h ey  have  
no t th e  v e h ic le s  r e a d y  u n t i l  J u n e ,  Ju ly ,  1975,
B e c a u s e  th e y  b u i l t  the  new  p la n t ,  and  th en  s u f f e re d  a down 
t u r n  in  th e  U .K .  m a r k e t ,  th ey  b e c a m e  s h o r t  of c a p i t a l .  T h ey  
h ad  to  m e e t  b a n k  c h a r g e s  fo r  the new  p la n t  and  y e t  h ad  b u i l t  
n o th in g  on i t ,  so  they  h a d  to  go to  the c i ty  to r a i s e  m o n e y .  M any
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p r o j e c t s  h ad  to  be p u t  b a c k ,  an d  th e  E E C  p r o j e c t  w a s  one of 
t h e s e .
F r o m ,  1973 - 1974 the  i n c r e a s e  of s a le s  to the  E E C  m a r k e t  
w a s  n i l .  In 1975 they  b e g a n  to  s e l l  so m e  t r u c k s  in  H o llan d . T h e  
v o lu m e  of s a l e s  w as  ab o u t 3% of t h e i r  to ta l .
T h e  e x p e c ta t io n  o f  s a l e s  in  1976-1980  is  ab o u t a 12% i n c r e a s e .  
W hen  the u n i t  of t r u c k s  w i l l  b e  a v a i l a b le ,  th e y  e x p e c t ,  in  1978, 
an  i n c r e a s e  in  t e r m s  of 22%
O th e r  a d v a n ta g e s
T h e y  f o r e s a w  th a t  t h e  p o te n t i a l  of the  new  p la n t  w a s  su ch  th a t  th e y  
w o u ld  n o t  have  enough o r d e r s  f r o m  the U .K .  to  f i l l  i t ,  s o  th ey  
lo o k ed  to o th e r  a r e a s ,  one of w h ic h  w a s  the  E E C  m a r k e t .
T h e i r  i n t e r n a l  e c o n o m ie s  of s c a le  w i l l  be  r e a c h e d  by th e
p o te n t ia l  s a l e s  to the m a r k e t .
T h e  p r e p a r a t i o n  they  u n d e r to o k  fo r  the new  m a r k e t  
R e g a r d in g  P r o d u c t io n
T h e y  looked  a t  the v e h ic l e s  s p e c i f i c a t io n s  of the  E E C  c o u n t r i e s  
(H o m o lag a tio n  p r o c e s s ) ,  to  d e c id e  w h ic h  of t h e i r  v e h ic l e s  f i t t e d  
th e m ,  w h a t  th e y  n e e d  to  do to  ch an g e  t h e i r  v e h i c l e s ,  w ha t m a r k e t  
t h e r e  i s  fo r  a  p a r t i c u l a r  m o d e l ,  w h a t  t h e i r  p o te n t ia l  i s ,  w h a t  i s  
the  p r i c e  th a t  h a s  b e e n  a sk e d  fo r  by  t h e i r  c o m p e t i to r s  ( M e r c e d e s  
o r  o th e r s ) ,  and  if  th ey  co u ld  b u i ld  v e h ic l e s  a t  th a t  p r i c e .
O r g a n i s a t io n a l  C han g e
T h e y  have s t a r t e d  off by  c r e a t in g  a  new  p o s t ,  a  g e n e r a l  s a le s  
m a n a g e r ,  r e s p o n s ib l e  f o r  the E E C .  T h e y  a p p o in te d  a m a n a g e r ,  
b a s e d  in G e rm a n y ,  r e s p o n s ib l e  fo r  the  to ta l  m a r k e t in g  c o n c e p t  
in  the E E C , he is  G e r m a n .
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C o m p e t i t io n  in  the  E E C
T h e y  a r e  f a c in g  c o m p e t i t io n  in  th e  E E C  c o m in g  f r o m  G e r m a n y ,  
F r a n c e  a n d  I ta ly  (and f r o m  Sw eden a s  an  o u t s id e r ) .
It i s  v e r y  d if f ic u l t  to  p e n e t r a t e  the  I t a l i a n  m a r k e t ,  the  c o m p an y  
h a v e  a  r i g h t  h an d  d r iv e  a m o n g  th e i r  t r u c k s ,  to  s u i t  th e  I t a l i a n  
m a r k e t ,  b u t  i t  i s  v e r y  d i f f ic u l t  to  e s t a b l i s h  a  fo o th o ld  t h e r e .  T he  
r e a s o n  f o r  th a t  cou ld  be  a t t r i b u t e d  to  a  n a t i o n a l i s t i c  f e e l in g .
T h e  G e r m a n s  an d  the  F r e n c h  h av e  p e n e t r a t e d  the  U .K .  m a r k e t ,  
b u t  n o t  to  a  v e r y  g r e a t  e x te n t .  T h e  G e r m a n 's  , M e r c e d e s ,  m a n ,  
h av e  a  v e r y  s m a l l  p e r c e n ta g e  of the  m a r k e t ,  w h ic h  h a s  n o t  
a f f e c te d  F o d e n s  s h a r e .  T h e  f o r e ig n  c o m p a n ie s  took  th e i r  s h a r e  
of the  m a r k e t  f r o m  L ey  la n d s .
E c o n o m ie s  of S a le :
R e f .  T h e  Q u e s t io n n a i r e
L o n g e r  p r o d u c t io n  r u n .  T h e y  h av e  n o t  e x p e r i e n c e d  th i s  s o r t  of 
e c o n o m y  of s c a l e ,  b e c a u s e  of th e  c a p a c i ty  in  u s e .  W hen th e y  
h a v e ,  the  v e h ic le  c o n t r a c t s  a v a i l a b le ,  th e y  w i l l  be a b le  to  
e x p e r i e n c e  e c o n o m ie s  th ro u g h  lo n g e r  p r o d u c t io n  r u n s .
L in k in g  to g e th e r  m o r e  th a n  one p ro d u c t io n  u n i t :
T h e y  do no t e x p e r ie n c e  th i s  a t  the  m o m e n t .
E c o n o m ie s  of b u lk  buy ing
It  w o r k s  in  th e o ry ,  b u t  w ha t th e y  h av e  found  i s ,  th a t  i t  i s  
d a n g e r o u s  to  c o n c e n t r a te  t h e i r  b uy ing  f r o m  one s u p p l i e r ,  to 
ge t th e  e c o n o m ie s ,  a s  th ey  m ig h t  fa c e  th e  p r o b le m s  of s h o r t  
su p p ly .  So they  d ep en d  on s e v e r a l  s u p p l i e r s  fo r  th e i r  
c o m p o n e n t s ,  th ey  lo s e  the  e c o n o m ie s  of b u lk  b u y ing , b u t  
g a in  i n  i n s u r in g  th a t  t h e i r  p ro d u c t io n  l in e  i s  a lw a y s  ru n n in g .  
T h e r e  i s  a  s ide  b e n e f i t  f r o m  t h i s ,  th a t  i f  a  s u p p l i e r  know s
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th e y  g e t  s u p p l ie s  f r o m  s o m e w h e re  e l s e ,  a s  w e l l  a s  f r o m  h im ,  
i t  k e e p s  h im  w o r r y in g  ab o u t d e l iv e ry ,  h is  p r i c e ,  e t c .
A b i l i ty  to  u s e  the  m o s t  t e c h n ic a l  a d v an c e d  e q u ip m e n t  
Y e s  a n d  no . T h ey  a r e  in  the  p r o c e s s  of r e - e  qui p ing  th e  m a c h in e  
sh o p s  w ith  the  l a t e s t  m a c h in e s  w ith  a c o m p u te r  c o n t ro l  ab le  
to  p ro d u c e  w ith o u t  a  m a n  to u ch in g  the m a c h in e .
T h e  w h o le  o r g a n is a t io n  is  c e n t r a l i z e d  a ro u n d  feed in g  the new  
p la n t .
A b i l i ty  to  u s e  l a r g e r  p la n t  a t  lo w er  c a p i t a l  c o s t :
Y e s ,  th is  i s  t r u e ,  b e c a u s e  a t  the  in f la t io n  w h ich  took  p la c e ,  the  
c o s t  o f  th e  new  p la n t  w ou ld  b e  6m  in s te a d  of 3 m . "
If th e y  u t i l i z e  th is  l in e  fu l ly ,  th e y  can  save  in  s p re a d in g  the 
o v e r h e a d s .
M a r k e t in g  e c o n o m ie s
T h ey  do n o t e x p e r ie n c e  e c o n o m ie s  of th is  f o r m .
P r o d u c t i v i ty  (O utput p e r  m an)
T h is  im p r o v e d ,  due to th e  new  m a c h in e ry  f i t te d  in the  new  
p la n t  (To f i t  an  eng ine  in to  the  c h a s s i s  a m an  u s e d  to n e e d  1 
h o u r  an d  fo u r  m in u te s ,  n o w  i t  ta k e s  only 4 m in u te s ) . .
B e s t  a l lo c a t io n  of r e s o u r c e s
T h e y  a r e  r e a s s e s s i n g  the  u tilisa tion  of the f a c t o r s  of p ro d u c t io n  
a s  th e y  th in k  th ey  a r e  n o t  e f f ic ie n t  enough .
B a s i c a l l y ,  they  a r e  an  o ld  co m p an y  m o d e r n i s in g  i t s e l f  in  e v e r y  
a s p e c t .
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O th e r  b a r r i e r s  to  e n t r y  in to  the  E E C  in  th e  c a s e  of the  co m p an y  
N a t io n a l i s t i c  f e e l i n g s :
T h e y  e x p e r i e n c e d  th e s e  in  G e r m a n y ,  F r a n c e  an d  I ta ly .  
(D o c u m e n ta t io n  s e n t  to th e m  f r o m  F r a n c e  is  a lw ay s  s e n t  in 
F r e n c h ,  w h ic h  m a k e s  i t  m o r e  d i f f ic u l t  f o r  th e m ) .  H o llan d  is  
p r o - B r i t i s h .
H a r m o n iz a t io n  of the  p r o d u c ts  to  m e e t  E u r o p e a n  S ta n d a rd s  
T h e y  a r e  in  the  p r o c e s s  of doing  th is  ( e . g .  A l l  th e i r  d ra w in g s  
of v e h ic l e s  a r e  now  d o n e  in  m e t r i c s ) .
D o c u m e n ta t io n
’*rhe b u r d e n  of the  d o c u m e n ta t io n  r e q u i r e d  by  th e  E u r o p e a n  
c o m m is s io n  i s  i r r i t a t i n g ”.
N a t io n a l  r e q u i r e m e n t  on h e a l th ,  s a fe ty  an d  C o n s u m e r  P r o t e c t i o n  
T h e y  a r e  c h an g in g  so m e  of th e  p r o d u c t s  to  m e e t  the  r e q u i r e m e n t s  
of the  E E C .
U n le s s  th e y  b u i ld  v e h ic l e s  a c c o r d in g  to th e  d i r e c t i o n  of the  E E C , , 
w h ich  m e e t  the  h o m e  l e g i s l a t i o n  of the c o u n t ry  inv o lv ed , th ey  
a r e  n o t  a l lo w e d  to  e x p o r t  t h e r e .  T h a t  i s ,  u n t i l  th ey  p a s s  the  
r e q u i r e d  t e s t ,  and  r e c e i v e  a c e r t i f i c a t e  w h ic h  show s th a t  th e y  a r e  
fo l low ing  th e  r e q u i r e m e n t .
T h e  r e q u i r e m e n t s  do d i f f e r  f r o m  one c o u n t ry  to  a n o th e r  in  the  
E E C ,  the  m o s t  d e m a n d in g  is  G e rm a n y ,  a n d  the l e a s t  H o lla n d .
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A c c e s s  to  the  l a r g e r  m a r k e t ,  the know led g e  th a t  n a t io n a l  
b a r r i e r s  a r e  l i f te d ,  and n e v e r  r e i m p o s e d ,  p r o v id e s  the  long  
t e r m  s e c u r i ty  w hich  the  B r i t i s h  b u s in e s s  n e e d s  fo r  investaai<ftnt 
r e q u i r e d  to o b ta in  e c o n o m ie s  of s c a le  and  g r e a t e r  e f f ic ie n c y  and  
c o m p e t i t io n  p o s i t io n :
T h e  im p l ic a t io n s  of th is  s t a t e m e n t  in  th e  c o m p a n y ’s c a s e  i s  th a t  
th e y  a r e  s e c u r e  enough  to  change th e i r  p r o d u c t s  to m e e t  the  
c o m m is s io n  r e q u i r e m e n t .  T h ey  a r e  ab le  th ro u g h  the  C B I and  the  
B r i t i s h  r e p r e s e n t a t i v e  to  im p o s e  t h e i r  th in k in g  and  s t a n d a r d s  on 
the  c o m m is s io n .  T h is  e n a b le s  th e m  to p la n  the  s te p s  ta k en  to 
be  in  the l a r g e r  m a r k e t .
T h e y  a re  now p ro d u c in g  v e h ic l e s  w h ich  w i l l  be a c c e p te d  t h r o u g h ­
out th e  9 s t a t e s .  B e f o re  th ey  w e re  only  p ro d u c in g  fo r  the  U .K .  
m a r k e t  and  e x p o r t s  to  the  E E C  c o u n t r i e s  w e r e  le ft  to c h an c e  a s  
a n  a d d ed  b o n u s .
In je c t in g  in v e s tm e n t  to i n c r e a s e  t h e i r  s a le s  to the  E E C  
T h is  i s  v a l id  in  the  c a s e  of th e  co m p an y ,  by  b u ild in g  the n ew  
p la n t  to m e e t  the  p o te n t ia l  d e m a n d  th ey  f o r e s e e .
J o i n t  v e n tu r e s  in  the E E C
T hey  have lo o k ed  a t  p o s s ib le  jo in t  v e n t u r e s  w ith  a co m p an y  in  
F r a n c e ,  b u t  i t  i s  only b e in g  d i s c u s s e d .  T h e  d if f icu l ty ,  in  the  c a s e  
of the  p o te n t ia l  F r e n c h  p a r t n e r ,  is  th a t  t h e i r  r a n g e  of p r o d u c ts  
c u ts  a c r o s s  the  c o m p a n y ’s .
T h e y  a r e  look ing  fo r  a jo in t  b u s i n e s s  w ith  one who m ak e  
s o m e th in g  to  c o m p le te  t h e i r  r a n g e .  S m a l le r  v e h ic l e s  fo r  in s t a n c e ,  
so m eo n e  who c an  d ive  r e i f y  t h e i r  p r o d u c t s .
S e t t in g  up  W a r e h o u s e s  an d  S u b s id ia r i e s  in  th e  E E C  :
A p a r t  f r o m  the d i s t r i b u t o r s ,  who have  th e i r  own id e n t i t i e s ,  th ey
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a r e  n o t  th in k in g  of e s t a b l i s h in g  th e i r  own s u b s id i a r i e s  e x c e p t  
fo r  an  o ff ice  in  N o rw ic h .
T h e  r e s t r u c t i o n  o f  t h e i r  o p e r a t io n  to  b e  c o m p e t i t iv e  a s  a 
E u r o p e a n  C o m p a n y
T h e y  a r e  b e g in n in g  to  b e  m o r e  E u r o p e a n  in t h e i r  ou tlo o k .
'T h e  long  t e r m  p r o s p e c t s  a r e  good a s  the  co m p an y  a r e  a p p o in t ­
ing  a new  g e n e r a t io n  of e x e c u t iv e s ,  who th in k  E u r o p e a n  r a t h e r  
th an  B r i t i s h .  ”
T h e  b e n e f i t s  g a in e d  due to the a g r e e m e n t s  b e tw e e n  th e  
C o m m u n i ty  an d  th e i r  a s s o c i a t e d  c o u n t r ie s  
T h e y  have  n o t  y e t ,  fo u n d  any  b e n e f i t s  f r o m  t h i s .
E x p o r t s  to the  ROW
In N o r th  and  South  A m e r i c a  th ey  have  no n e . In the c o m m o n w e a l th  
c o u n t r i e s  th e y  h a v e  a g e n ts  in  A u s t r a l i a ,  New Z e a lan d ,  a n d  Sou th  
A f r i c a ,  t h e s e  e x p o r t s  a r e  a ro u n d  4% of t h e i r  to ta l  s a l e s  in  the 
M id d le  E a s t  th ey  have  a  c o n s id e r a b le  b u s i n e s s ,  e s p e c ia l l y  to 
S aud i A r a b i a .  T o ta l  e x p o r t s  a r e  30% of t h e i r  to ta l  s a le .
Su m m a r y  of t h e i r  p e r f o r m a n c e  in  the  E E C :
P r i o r  B r i t a i n s  e n t r y  1970 - 1972
B e f o r e  B r i t a i n  jo in e d  th e  E E C  they  e x p e r ie n c e d  a c o n s id e ra b le  
t a r i f f  du ty , and  c o m p le te d  by p ro d ù c in g  n o n  le f t  h an d  d r iv e  
v e h ic l e s ;  th e y  in te n d e d  to f o r g e t  the  E E C  m a r k e t .  T h ey  so ld  
n o th in g  to  the  E E C  c o u n t r i e s  in  th is  p e r io d ,  a n d  c o n s id e r e d  th a t  
to  p ro d u c e  v e h ic l e s  fo r  th a t  m a r k e t  w ould  c o s t  too m u c h ,  p lu s  
the  a m o u n t  n e e d e d  to  b u i ld  a s e r v i c e  n e t w o r k ,  " s o  they  fo r g o t  i t . "
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A f te r  B r i t a i n ' s  a c c e s s  to  the  E E C  (19 73 - 1975)
A f te r  the  g r a d u a l  e l im in a t io n  of t a r i f f s ,  an d  in je c t in g  th e i r  
o r g a n i s a t i o n  w ith  the new  b lood  of e x e c u t iv e s , t h e y  ch anged  
th e i r  a t t i tu d e  t o w a r d s  escports . T h e y  saw  the p o te n t ia l  
o p p o r tu n i ty  and  g r a s p e d  i t .
T h e y  d e c id e d  to  b u ild  t r u c k s  to  s e l l  in  the  E E C ,  so they  h ad  
to have  a  l in e  to  b u i ld  th e m  on. T h e y  b u i l t  the  new  p la n t .
B u t  a s  th ey  h a d  to  have  a  good h o m e  m a r k e t  f i r s t ,  th ey  w e r e  
c a r e f u l  a b o u t  e e x p e n d i tu re  ; b e c a u s e  of the  d o w n tu rn  of the  
h o m e  m a r k e t ,  • th ey  had  to sh e lv e  the  E u r o p e a n  p r o j e c t .
N ow  th ey  a r e  g e t t in g  c a p i t a l ,  w h ich  w i l l  e n a b le  th e m  to 
m a r k e t  to  th e  E E C .
F r o m  th e  t im e  th e  c o s t  of fu e l  e s c a l a t e d ,  t h e r e  w a s  a d o w n ­
tu r n  i n  the  n u m b e r  of v e h ic l e s  r e q u i r e d .  B e c a u s e  fu e l  w a s  so 
e x p e n s iv e ,  fo r  the  o p e r a t o r ,  he d e c id e d  to  m a k e  h i s  v e h i c l e s  
l a s t  l o n g e r ,  he  d id  n o t  buy  r e p l a c e m e n t s ,  an d  the  com pany  
d id  n o t  b u i ld  new  v e h ic l e s ,  b u t  w e r e  s tu c k  w ith  bank ing  c o s t s .
L o o k in g  a h e a d  (1976-1980)
Now, w i th  the  new p la n t  th ey  a re  in a v e r y  good p o s i t io n  to tak e  
a d v a n ta g e  o f  th e  l a r g e r  m a r k e t ,  and  the  p r o s p e c t s  look  good. 
W ith  th e  new  p l a n t  th ey  a r e  ab le  to bu ild  a  q u a l i ty  p r o d u c t  a t  
a  c o m p e t i t iv e  p r i c e .
15.
V E H IC L E S  E X P O R T E D
IN T H E  YEARS 1971 - 1975
a .  T o ta l  E x p o r t
1971 281 V e h ic le s 1 ,8 5 7
1972 174 " 1, 165
1973 239 " 1 ,7 3 2
1974 236 " 2 ,2 4 2
1975 454 " 5, 145
b .  o f  w h ich , o v e r  th e s e  f ive  y e a r s ,  a l l  the  v e h ic l e s  so ld  
in to  the  E E C  c o u n t r i e s  w e re  d e l iv e r e d  in  1975, a n d  a m o u n te d  
to som e 7 v e h ic l e s  w ith  a v a lu e  of £ 7 5 ,0 0 0 .
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C O M P A N Y : CAM GEARS L T D .  (H itch in) 
L O C A T IO N : H IT C H E N , H E R T S .
C O N T A C T : Sale  s D e p t .
C a m  G e a r s  L t d . ,  H itch  en 
C o m p an y  B a c k g ro u n d
C a m  G e a r s  a r e  p a r t  of a  U .S .  m u l t in a t io n a l  c o m p an y  c a l le d  T R W . 
T h i s  c o m p an y  is  in v o lv e d  in  p r o d u c in g  a d i v e r s e  r a n g e  of e l e c t r o n i c s  
and  s p a c e  e q u ip m e n t .  In th e  U .K .  C a m  G e a r s  p r o d u c e  g e a r s  fo r  
c a r s  and  a n c i l l a r y  p r o d u c t s  a s s o c i a t e d  w ith  s t e e r in g  g e a r s  fo r  
f a r m  and c o m m e r c i a l  v e h i c l e s  an d  c a r s .  T h e  co m p an y  s t a r t e d  in  
1940 an d  a c q u i r e d  e n g in e e r in g  p r o d u c t s  o f  c le v e d o n  in  th e  6 0 ' s 
w h ic h  w e r e  a m a lg a m a te d  in to  C a m  G e a r s .  T he  co m p an y  o p e r a te s  
in  the  U .K .  f r o m  fo u r  f a c to r y s  w h ic h  e a c h  s p e c ia l iz e  in  s e p a r a t e  
m a n u f a c tu r e r  r a n g e s .
T h e s e  a r e : -
R e s o le n  F a c t o r y . S o m e r s e t
T h i s  f a c to r y  p r o d u c e s  m a n u a l  s t e e r i n g  g e a r s  w h ic h  a r e  the  m o s t  
w id e ly  u s e d  f o r m  of s t e e r in g  in  the  UK a n d  E u r o p e .  T he  com p an y  
a l s o  m a n u f a c t u r e r s  p o w e r  s t e e r i n g  and  a n c i l l a r y  e q u ip m e n t  
a s s o c i a t e d  w ith  s t e e r in g  su ch  a s  s t e e r in g  r o d s .
L u to n  F a c t o r y , B e d f o r d s h i r e
T h i s  f a c to r y  m a k e s  w h a t  i s  t e r m e d  DCIU u n i t s
w h ich  c a n  b e  a d d ed  to  ch ange  d r iv in g  f r o m  m a n u a l  to  p o w e r  s t e e r in g  
on a l l  ty p es  of c o m m e r c i a l  v e h i c l e s .
H i tc h e n  F a c t o r y ,  H e r t f o r d s h i r e
T h is  i s  the  f a c to r y  v i s i t e d  in the  c a s e  s tu d y  and  m a k e  m a n u a l  
t r u c k  and t r a c t o r  s t e e r in g  by  t r a d i t i o n a l  m e th o d s .
T h e  r e l a t i o n s h ip  b e tw e e n  the  f a c to r y s  eind H ead  O ffice  in  H itc h en  
i s  th a t  th e  H /O  c o n t r o l s  th e  s a l e s  f o r c e ,  f in a n c e ,  q u a li ty  c o n t ro l  
a s  a  c e n t r a l  fu n c tio n  w h ile  e a c h  f a c t o r y  o p e r a t e s  an d  d e a l s  w ith  
i t s  own m a n u fa c tu r e  c o n t r o l s .
T h e  M a rk e t in g  a n d  S a le s  F u  n o t io n
(A) M a rk e t in g  F u n c t io n
T h e  c o m p an y  do n o t  o p e ra te  a  f o r m a l  s a l e s  and  m a r k e t in g  
o r g a n i s a t i o n .  T h i s  i s  b e c a u s e  th e  co m p an y  d o es  n o t  s e l l ,  b u t 
m a n u f a c tu r e s  a c c o rd in g  to  c u s t o m e r s  r e q u i r e m e n t s  in  the  c a s e  of
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m a j o r  v e h ic le  m a n u f a c t u r e r s  su ch  a s  F o r d ,  C h r y s l e r ,  and  
B r i t i s h  Leyléind.
T h e  co m p an y  o p e r a t e s  on the  b a s i s  of f o r e c a s t in g  c u s to m e r  
r e q u i r e m e n t s  b a c k e d  w i th  P . R .  and a d v e r t i s i n g .
F o r  e x a m p le  in  p r e s e n t i n g  a  new  in n o v a t io n  su ch  a s  a new  ty p e  
of s t e e r in g .  T h is  w i l l  b e  p r e s e n t e d  to  d i f f e r e n t  o rg a n iz a t io n s  
by  a t e c h n ic a l  p r e s e n t a t i o n  by  th e  e n g in e e r in g  d e p a r tm e n t  b a c k e d  
up w i th  l i t e r a t u r e  c o v e r in g  a l l  th e  t e c h n i c a l  f a c t o r s  i l l u s t r a t e d  w ith  
d ra w in g s  an d  s p e c i f i c a t io n s  an d  p r i c e s .
T h e  co m p an y  c a r r y s  o u t  tw o m a r k e t in g  fu n c t io n s  n a m e ly :
1) F o r e c a s t i n g  f u tu r e  r e q u i r e m e n t s  f r o m  e x is t in g  c u s t o m e r s .
2) P o te n t i a l  fu tu r e  d e v e lo p m e n ts  u s in g  P . R .  ( l i t e r a tu r e )  to  
b a c k  up  the  p r e s e n t a t i o n  a l s o  to guage f u tu r e  p o te n t i a l  f o r  the  
new  in n o v a t io n ,
(B) S a le s  F u n c t io n
T h e  S a le s  D i r e c t o r  h a s  a  s a l e s  m a n a g e r  a n d  f iv e  s a l e s  (A ccount) 
e x e c u t iv e s .  T h e s e  e x e c u t iv e s  e a c h  d e a l  w ith  a k ey  m a n u f a c tu r e r  
i . e .  F o r d s .  T h i s  fu n c t io n  is  b a c k e d  up by  s a l e s  a d m i n i s t r a t o r s  
w ho  d e a l  w ith  th e  c o r r e s p o n d e n c e ,  ro u t in e  m a t t e r s  b e tw e e n  
c o m p an y  a n d  c l ie n t .
C o m p an y  T u r n o v e r
1974 30 m il l io n  po u n d s  in to ta l .
E x p o r t s  r e p r e s e n t  12 m i l l i o n  p o u n d s .
H om e  " 18 m i l l io n  p o u n d s .
H o m e  an d  O v e r s e a s  S a le s
T h e  h o m e  s a l e s  r e p r e s e n t  18 m i l l io n  p o u n d s .  T h e  U .S .A .  i s  th e  
m a in  e x p o r t  m a r k e t  w h e re  th ey  s e l l  to  F o r d  C o m p an y  th e  m a n u a l  
g e a r  c h a n g e s .  T h is  r e p r e s e n t s  s a l e s  of 5 m i l l io n  p ounds  p e r  y e a r .  
T h e  n e x t  l a r g e s t  m a r k e t  i s  Sw eden £4 m i l l io n  and  th e n  G e r m a n y .  
F o r d  G e rm a n y  a l s o  ta k e  the  m a n u a l  g e a r  c h a n g e .  A f te r  th a t  e x p o r t s
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a r e  m a d e  to  a n u m b e r  of m a r k e t s  b u t  th e  s a le s  a r e  n o t  s ig n i f ic a n t  in  
m o n e ta r y  t e r m s .  A s  c a n  b e  n o te d  f r o m  th e  s a l e s  s t r u c t u r e  the  
e x p o r t  a n d  h o m e  s a l e s  a r e  by c u s to m e r  an d  no t by  m a r k e t .
O v e r s e a s  C o m p a n ie s  - E u r o p e
TRW  h as  c o m p a n ie s  in  I ta ly , Spain , G e r m a n y  an d  F r a n c e .  E a c h  
c o m p a n y  p r o d u c e s  d i f f e r e n t  ty p e s  of s t e e r in g  g e a r s .  T h is  m e a n s  i t  
i s  p o s s ib le  to s e l l  U .K .  g e a r s  d i r e c t ly  to  the  m a in  m a n u f a c tu r e r  
in  t h a t  c o u n try  e v en  though  th a t  lo c a l  f a c to r y  w i l l  b e  d ea l in g  d i r e c t  
w ith  the  s a m e  c u s t o m e r .  o r  e x am p le  we su pp ly  V olvo  in  Sw eden 
a n d  F o r d  in  G e r m a n y  so  d o es  the  S ta l io n  C o m p a n y .  T h e s e  s a l e s  
a r e  h a n d le d  by  o u r  S a l e s  A c c o u n t  E x e c u t iv e  who i s  a b le  to w o rk  
in  c lo se  co n ju n c t io n  w ith  the  m a n u f a c t u r e r  h e  i s  r e s p o n s i b l e  fo r  
i . e .  F o r d .  "
M ain  E u r o p e a n  C o m p e t i t o r s
In the  UK B u rn w o o d s  of B i r m in g h a m  a r e  the  m a in  c o m p e t i to r s  
a s  t h i s  co m p an y  m a k e s  id e n t ic a l  p r o d u c ts  to  C a m  G e a r s .  A n o th e r  
s p e c ia l i z e d  c o m p e t i to r  in the  U .K .  m a k e s  p o w e r  s t e e r in g  g e a r s .  
T h e s e  a r e  the  on ly  tw o c o m p e t i to r s  in the  U .K .
T h e  m a in  c o m p e t i to r  in  the  E . E . C .  i s  the  v e h ic le  m a n u f a c tu r e r  
th e m s e lv e s  w ho p r o d u c e  ' i n - h o u s e '  p r o d u c t s .  In f a c t  b e tw ee n  
70-80%  of s t e e r i n g  g e a r s  in  th e  E . E . C .  a r e  m a d e  by the  v e h ic le
M
m a n u f a c t u r e r s .  T h i s  m e a n s  the  b a la n c e  i s  s u p p l ie d  b y  o u r s e lv e s  o r  
B u rn w o o d s  of B i r m in g h a m  a n d  C a m  I ta l ic  th e  only r e a l  c o m p e t i to r  
to  us (ou ts ide  the  m a n u f a c t u r e r s  of v e h ic le s )  C a m  a l s o  c o m p e te  
w ith  u s  a l s o  in  o u r  H o m e  M arket!*
T H E  C O M P E T IT IV E  CONDITION IN TH E E E C
A c a r  o r  trucK  m a n u f a c t u r e r  w hen  he d e s ig n s  a  n ew  m o d e l  w i l l  
a s k  u s  to quote  a lo n g  w i th  o th e r  c o m p e t i to r s  in c lu d in g  the  
m a n u f a c tu r e r s  own ' i n - h o u s e '  d e p a r tm e n t ."
T h e  co m p an y  w i l l  c o n s id e r  m a n y  f a c to r s  in quo ting  n a m e ly  
1) p r i c e  2) d e l iv e r y  t i m e  3) p r o d u c t  r e l i a b i l i t y .  T he  q u o ta t io n s  
w i l l  b e  on a b a s i s  of q u an t i ty  o v e r  a  g iven  t i m e .  O ur q u o ta t io n s
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a r e  on a  c o s t  p lu s  b  a s i s .  S o m e t im e s  y o u  a r e  g iv e n  a s e c o n d  
c h a n c e  to quote  b u t  n o r m a l ly  you d o n ’t .  E a c h  q u o ta t io n  i s  d e a l t  
w i th  on i t s  own m e r i t .  If  w e g e t  the c o n t r a c t  th i s  w i l l  be 
k e p t  to  a s  i t  w ou ld  be to  e x p e n s iv e  f o r  the  b u y e r  to  c o n s id e r  
c h an g in g  h is  s u p p l ie r  s a y  h a l f w a y  th ro u g h  th e  c o n t r a c t  as  the  
c o s t  w ou ld  b e  s u b s ta n t i a l .
T h e  c o m p an y  a l s o  b e l i e v e s  th a t  i t  i s  b e t t e r  th a n  i t s  c o m p e t i t o r s  
due to  hav in g  a  g r e a t  d e a l  m o r e  e x p e r i e n c e .  L ik e w is e  w h ile  i t  i s  
p o s s ib l e  to  co v e r  the p r o d u c ts  p r o d u c e d  b y  p a te n t  i t  i s  on  the  
w h o le  n o t  p o s s ib le  to fu l ly  p a te n t  th e  p r o d u c t  only  p a r t s  a f t e r  a l l  
w h o  c o u ld  p a te n t  a w h e e l .  T h e s e  tw o  f a c t o r s  a l s o  h e lp  in  
in f lu en c in g  the m a n u f a c tu r e r  w hen  he  q u o te s  a  t e n d e r .
F u t u r e  C o m p an y  P o te n t i a l
D ue  to  the  e co n o m ic  s i tu a t io n  w h ich  h a s  r e s u l t e d  in  the  c a r  
i n d u s t r y  n o t ex pand ing  a t  the  r a t e  w h ic h  th e  in d u s t r y  had  a s s u m e d .  
T h i s  b e in g  due to  the  o i l  c r i s i s  w h ich  h a y e  i n c r e a s e d  i s  now 
c o s t s  f r o m  c o n s u m e r  to  m a n u f a c tu r e r  the  co m p an y  i s  now look ing  
to  d iv e r s i f y .  B u t so f a r  have  no t found  a n y th in g  s u i ta b le .
T h e  c o m p an y  b e l i e v e s  th a t  to  d iv e r s i f y  w i l l  be  by  a c q u is i t io n  a n d  
t h i s  i s  v e r y  m u c h  lo n g e r  t e r m  s t r a t e g y  an d  co u ld  ta k e  up to  f iv e  
y e a r s  b e f o r e  th e  m ove  i s  m a d e .
C a p a c i ty  in  U se
It i s  e s t i m a te d  th a t  e v e r y  v e h ic le  m a n u f a c tu r e r  h a s  s p a r e  
c a p a c i ty .  It i s  though t th a t  c u r r e n t l y  only  80% c a p a c i ty  i s  b e in g  
u t i l i z e d .
T h e  p r e p a r a t i o n  c a r r i e d  ou t by  the  co m p an y  in  seek in g  n e w  m a r k e t s  
A s  the  c o m p a n y  s u p p l ie s  only 20 c u s t o m e r s .  By c lo se  l i a s o n  b y  
the  A c co u n t  E x e c u t iv e s  e a c h  c o m p an y  is  a w a r e  of w ha t C a m  G e a r s  
h a s  to  o f f e r .  L ik e w is e  i t  g e ts  the  o p p o r tu n i ty  to  quo te  f o r  any  
new  m o d e l s .  C o n se q u e n t ly  the  m a r k e t  i s  l im i t e d  b y  the  n u m b e r  of 
c u s t o m e r s  a v a i la b le  in th is  in d u s t r y .
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P r  o f i ta b i l i ty
S ta te d  to  be  s a t i s f a c to r y  an d  s u f f ic ie n t .
M a r k e t in g  o th e r  p r o d u c ts
T h e  c o m p a n y  d o e s  n o t  r e a l l y  m a r k e t  o th e r  p r o d u c t s  b u t  o f fe rs  
c o m p o n e n ts  on e x is t in g  p r o d u c t s .  T h i s  m e a n s  w e s e l l  g e a r s  a s  
s p a r e  p a r t s .
T h e  c o m p a n y  p l a n s  to  -.buy f r o m  th e  U . S . A .  co m p an y  c o m p o n e n ts  
to m a k e  a c e r t a i n  type  of g e a r ,  w h ic h  in tu r n  w o u ld  e v e n tu a l ly  be 
m a n u f a c tu r e d  h e r e .
T h e  c o m p a n y  i t s e l f  m a k e s  2 /3  of i t s  own r e q u i r e m e n t s  to  m a k e  
a  g e a r  a n d  b u y s  in  the  o th e r  c o m p o n e n ts  r e q u i r e d .  A s a  g e a r  i s  
h ig h ly  c o m p le x  an d  r e q u i r e s  h u n d re d s  of d i f f e r e n t  s i z e s  of p ie c e s  
of c o m p o n e n ts  the  m a n u f a c tu r e r  of a  g e a r  i s  h ig h ly  c o m p le x .  T h i s  
i s  why th e  m a r k e t  i s  l im i t e d  in  s e l l in g  c o m p o n e n t  p a r t s .
B r a n d  N a m e
ft '
In o u r  i n d u s t r y  th i s  i s  n o t  n e c e s s a r y  a s  w e  supp ly  d i r e c t  to  th e  
v e h ic le  m a n u f a c t u r e r  f o r  u s e  in  h is  p ro d u c t !
R e s e a r c h  a n d  D e v e lo p m e n t
T h i s  i s  a n  e x t r e m e l y  im p o r t a n t  p a r t  of th e  c o m p a n ie s  o p e r a t io n .
T o  s ta y  a h e a d  of ou r c o m p e t i to r s  w e  h a v e  to  i n v e s t  so a s  to  e n s u r e  
th a t  w e  h a v e  th e  l a t e s t  te c h n o lo g ic a l  a d v a n ta g e .  T he  c o m p an y  c a r r y s  
out r e s e a r c h  on ly  fo r  i t s  own o r g a n i s a t i o n ."
T h e  e f f e c t s  of the e l im in a t io n  of t a r i f f s  on the  c o m p a n y ’s t r a d e  
T h is  h a s  v e r y  l i t t l e  e f fe c t  as  the c u s t o m e r  b u y s  f o r  a  c o m b in a t io n  
of r e a s o n s  r a n g in g  f r o m  q u a l i ty ,  r e l i a b i l i t y ,  type  of g e a r  
and  10% t a r i f f  w i l l  m a k e  no  d i f f e r e n c e .  E s p e c i a l l y  w ith  the  w ay  
the  pou n d  s t e r l i n g  h a s  b e e n  d e v a lu e d  in  c o m p a r i s o n  to  th e  e f fe c t  
of the t a r i f f .
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T h e  o th e r  e f fe c t s  in  the c a s e  of the  co m p an y  of B r i t a i n ’s e n t r y  
in to  th e  E E C  r a t h e r  th an  the  e l im in a t io n  o f  t a r i f f s :  -
T h e  e n t r y  o f  th e  UK into  the  E E C  h a s  m a d e  l i t t l e  d i f f e r e n c e  to
the  c o m p a n y ’s p e r f o r m a n c e .  T hey  h a y e  b e e n  d e a l in g  w ith  p e o p le
in  E u r o p e  b e f o r e  the U .K .  jo in e d  th e  C o m m o n  M a r k e t  a n d  th ey
c o n tin u e  to  d e a l  w ith  th e m  now .
A -  T h e  n e e d  to  a d a p t  s p e c ia l  s t a n d a r d s  a c c o r d in g  to  the  r e q u i r e ­
m e n t s  of th e  m a r k e t  o r  th e  E E C  l e g i s l a t i o n s  c o n c e r n e d :
T h e  c o m p a n y  h a s n ’t  e x p e r ie n c e d  the  n e e d  fo r  th a t  change b e c a u s e  
i f  a  E u r o p e a n  m a n u f a c t u r e r  w a n ts  to  d e s ig n  a s t e e r i n g  g e a r  fo r  a  
c a r  o r  a  t r u c k  he w i l l  la y  down e x a c t  s p e c i f i c a t io n s  w h ich  w i l l  be 
m a d e  j u s t  f o r  h i m .  If  a  UK m a n u f a c tu r e r  c o m e s  a lo n g  a n d  w a n ts  
a  s t e e r i n g  g e a r  f o r  h i s  t r u c k  or c a r ,  the  co m p an y  w i l l  d e s ig n  it 
s p e c ia l ly  f o r  h im .  T h e y  d e a l  w ith  th e  e n g i n e e r s  o f  th e  v a r io u s  
c o m p a n ie s  and  if  they  w a n t  a  g e a r ,  the  s p e c i a l i s t s  in  C a m  w ill  
w o r k  w ith  th em ^^^ en  th e y  d e s ig n  t h e i r  c a r  o r  t r u c k .
B -  T h e  n e e d  to  c r e a t e  a  new  s e r v i c e s  a n d  m a r k e t in g  f a c i l i ty  
fo r  th e  E E C  m a r k e t  
T h e  c o m p a n y  h a s  got a l r e a d y  a l l  the  f a c i l i t i e s  i t  n e e d s  in  the  E E C  
m a r k e t  so  t h e r e  w a s  no n e e d  to a d a p t  an y  n ew  f a c i l i t i e s  a f te r  the  
UK e n t r y .
C -  H a r m o n i s a t i o n  in  th e  p r o d u c ts  s id e
T h e  c o m p a n y  w e r e  w o rk in g  b e f o r e  to  u n i y e r s a l  s p e c i f ic a t io n  and  
s t a n d a r d s ,  so th e r e  h a s  b e e n  no n e e d  to  a d a p t  to  a  n ew  s ta n d a r d .
D - T h e  b u rd e n  of th e  a d d i t io n a l  w o rk  c o n c e r n e d
T h e  c o m p a n y  h a s  n o t b e e n  a f fe c te d  in th i s  r e g a r d  a t  a l l .
E  - T h e  n a t io n a l  la w s  r e g a r d in g  sa fe ty  o r  e n v i r o n m e n ta l  co n d i t io n s  
T h e  C o m p an y  w a s  sup p ly in g  the  E E C  m a r k e t  b e f o r e  so  t h e r e  w e r e  
no  new  f a c t o r s  w h ich  a f fe c te d  i t  r e g a r d in g  s a f e ty  o r  e n v i r o n m e n ta l  
c o n d i t io n s .
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T h e  p r e p a r a t i o n  the  com pany  took  to  m e e t  th e  e x te n d e d  m a r k e t  
in  the  know ledge  th a t  th e  UK w il l  jo in  th e  c o m m u n ity
T h e y  have  a lw a y s  c l a i m e d  to  o b ta in  b u s in e s s  f r o m  c o m m o n  m a r k e t
c o m p a n ie s  an d  i t  m a k e s  no  d i f f e r e n c e  th a t  th ey  a r e  in  th e  C o m m o n
M a r k e t ,  th ey  h a v e 'n t  r e a d  any th ing  y e t  th a t  h a s  m a d e  a n y  d i f f e r e n c e
- a p a r t  f r o m  the  t a r i f f s  -  th a t  th ey  a r e  in  the  C o m m o n  M a r k e t  or
n o t  th e re h a v e  n o t  b e e n  any  ch an g e  s o  t h e i r  a p p r o a c h  to  th e  E E C
c o u n t r i e s  h a s  ch an g e d  v e r y  l i t t l e .  T h e  only  d i f f e r e n c e  i s  now  th a t
th e y  h av e  a s l ig h t  d e c r e a s e  in  p r i c e .  T h e  p r i c e  i s  n o t v e r y
im p o r t a n t ,  and th e  lo n g e r  the  f lo a t in g  £ r e m a i n s  m e a n s  a d e c r e a s e
in  the p r i c e  of ab o u t 20%, The d e v a lu a t io n  s t a r t e d  in  1971 s in c e  the
UK jo in e d  the  co m m o n  m a r k e t  the  d e v a lu a t io n  h a s  b e e n  a b o u t  the
s a m e  a s  the  r e m o v a l  of t a r i f f s .
N ew  in v e s tm e n t s  or new jo in t  v e n tu r e s  in  the  E E C  m a r k e t  
T h e y  have  t h e i r  own c o m p a n ie s  in  th e  E E C  a l r e a d y ,  I ta ly ,  G e rm a n y  
an d  F r a n c e .  TRW h av e  c o m p a n ie s ,  s i s t e r  c o m p a n ie s ,  b u t  a r e  n o t  
c o n n e c te d  r ig id ly  a t  all; b u t  have  lo o se  a g r e e m e n t s  f o r  e x a m p le  w ith  
the  co m p an y  in  G e r m a n y ,  bu t d o n ’t  s e l l  a r t i c l e s  th a t  th e y  m a k e  in  
G e r m a n y ,  C a m  U .K .  d o n ’t  m a k e  a c e r t a i n  type  of t r a c t o r  s t e e r in g  
g e a r  w h ic h  the G e r m a n  co m p an y  m a k e s .  If th e y  r e a l l y  w a n te d  
to  m ak e  i t  th e y  cou ld  do s o .  I t  i s  a lo o se  k in d  o f  t r a d in g  a g r e e m e n t .
C o o p e r a t io n  b e tw e e n  p a r e n t  c o m p an y  a n d  s u b s id i a r y  c o m p a n ie s  
T h e  p a r e n t  com pany  TR G  w o rk  on th e  b a s i s  of a  5 y e a r  s t r a t e g i c  
p la n .  T h is  p la n  i s  f o r m u la t e d  by g e t t in g  th e  m a n ag in g  d i r e c t o r s  
to g e th e r  to  d is c u s s  an d  d ev e lo p  jo in t ly  the  s t r a t e g y  to  be ta k e n  
r e g a r d i n g  the  E u r o p e a n  C o u n t r i e s ,  By w o rk in g  th i s  w ay  i t  e n s u r e s  
t h a t  e a c h  co m p an y  d o es  n o t  go off an d  do i t s  own th in g .  T h i s  
ty p e  of o p e ra t io n  e n s u r e s  th a t  d u p l ic a t io n  d o es  not a r i s e  a s  only 
new  d e v e lo p m e n t  n e e d s  to  be c l e a r e d  f i r s t .  In d e a l in g  w ith  the 
m a n u f a c t u r e r s  th is  p o l ic y  e n s u r e s  th a t  p r o d u c t s  cou ld  be  su p p l ie d  
by one of th e  C a m  f a c t o r i e s  to  say  G e r m a n y  w ith o u t  any c o n f l ic t  
a s  the  G e r m a n  c o m p an y  cou ld  a l s o  q u o te .  So c o m p e t i t io n  b e tw e e n  
f a c t o r i e s  on p r ic in g  po licy  is  a l lo w ed  w ith in  the  T R G  o rg a n i s a t io n .
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W hen the co m p an y  w a s  a sk e d  if  th ey  a r e  p e r s u in g  th a t  p o l ic y  
w hich  is  a g a in s t  the  t h e o r e t i c a l  p r i c in g  p o l ic y  a p p ro a c h  to one 
c o r p o r a t i o n ,  b e c a u s e  if  a l l  th e  a f f i l i a te d  c o m p a n ie s  lo s e  the 
c o n t r a c t ,  the  c o r p o r a t io n  a s  a  w h o le  w i l l  be the  l o s e r  a t  the  en d  
of the d a y .  T h e i r  ex p lan a t io n  r e g a r d i n g  th a t  p o in t w as  n o t  
co n v inc ing  enough .
How f a r  the s i tu a t io n  in the c a r  i n d u s t r y  h a s  a f fe c te d  the  
C o m p a n y 's  p e r f o r m a n c e
C a m  G e a r s  have  f e l t  the  im p a c t  of the  d e c l in e  in  the  e c o n o m ic  
s ta te  of the  e co n o m y . T h is  d e c l in e  is  v e r y  m u ch  m i r r o r e d  by 
w ha t h a p p e n s  to  the  c a r  i n d u s t r y .  T he  c a r  in d u s t r y  i s  ru n n in g  
a t  60-70% of c a p a c i ty .  T he  s a m e  is  t r u e  of C a m  G e a r s .  In 
f a c t  the  co m p an y  b e l ie v e s  th a t  the  fu tu r e  looks bleaik fo r  the 
n e x t  few  y e a r s .  T h is  v iew  is  in l in e  w ith  the a u to m o b ile  in d u s t r y .  
T h e  r e a s o n  b e in g  th a t  n o t  only h a s  the  in c o m e  in  o i l  h a d  an 
a d v e r s e  e ffec t  b e c a u s e  it h a s  i n c r e a s e d  m o to r in g  c o s t s .  B u t  a l s o  
the d is p o s a b le  in c o m e  h a s  b e e n  h e a v i ly  s q e e z e d  a n d  con tin u ed  
to be so . C o n se q u e n t ly  w ith  l e s s  m o n e y  a ro u n d  fo r  th e  c o n s u m e r  
to a ffo rd  in  buying  a new  c a r .  In E u r o p e  th e  s i tu a t io n  is  b e t t e r  
than  the  UK in  p a r t i c u l a r  the  G e rm a n  M a r k e t ,
T h e  e c o n o m ic  s i tu a t io n  is  the r e a l  f a c to r  w h ich  g o v e rn s  the  UK 
s i tu a t io n  fo r  C a m  G e a r s ,
T h e  c o m p a n y 's  v iew  on B r i t a i n ' s  e n t r y  in to  the  E E C  
r e g a r d in g  i t s  c a s e
T h e  c o m p an y  th in k s  th a t  the  jo in in g  the E E C  is  going to have  a 
f a r  g r e a t e r  e f fe c t  on c o n s u m e r  goods th a n  i t  i s  on i n d u s t r i a l i s e d  
go o d s ,  u n le s s  th ey  a r e  p e c u l i a r  i n d u s t r i e s  w h ich  a r e  p a r t  of the  
n a t io n a l  h e r i t a g e ,  i . e , if they  w e r e  m a k in g  so m e th in g  th a t  had  a 
v e r y  b ig  in d u s t ry  in  I ta ly  o r  in  F r a n c e  th ey  w ould  p ro b a b ly  have  
f a r  s t i f f e r  c o m p e t i t io n  and if  they  c a m e  a c r o s s  a c o u n try  w h e r e  
th e r e  w a s  a p r o t e c t e d  in d u s t r y ,  th en  t h e r e  w ou ld  b e  a lo t  m o re  
t ro u b le ,  b u t  the  s t e e r in g  g e a r  in d u s t r y  in  the  v a r io u s  c o u n t r i e s  
of the E E C  i s n ' t  v e r y  h e a v i ly  p r o t e c t e d ,  so  th ey  c a n  e n t e r  f a i r l y
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e a s i l y .  T he  com p an y  s e e s  two v e r y  i m p o r t a n t  f a c t o r s  h e r e  
(a) y o u  h av e  th e  p r i c e  co m in g  down w h ich  w ould  be  in th e i r  
f a v o u r , and  th e n  (b) you have  the  n a t io n a l i s t i c  fe e l in g  - w h e re  
peo p le  in th is  c o u n t ry  d o n ’t m in d  b u y in g  fo r e ig n  goods , b u t  I 
th in k  th a t  in  E u r o p e  th ey  te n d  to  buy  th e i r  own goods r a t h e r  th an  
the  im p o r t e d  goods ."
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BACKGROUND
(a) A c t iv i ty
A c o l le c t io n  of c o s m e t ic  b r a n d s  co n ce iv e d  and  m a r k e t e d  by  one 
o rg a n is a t io n ,  to  a p p e a l  to d i f f e r e n t  s e c t io n s  of the to ta l  c o s m e t ic  
m a r k e t .  It i s  the  G ro u p 's  p o l ic y ,  b e c a u s e  i t  is  f a s h io n - o r i e n ta te d ,  
to p i c k u p  fa s h io n  t r e n d s  qu ick ly  a n d  in n o v a te  in  c o lo u r s  an d  
te c h n iq u e s .  Q u a l i ty  of p r o d u c t  an d  p a c k a g in g  is  of the  h i p e s t  
s t a n d a r d  c o n s i s t e n t  w ith  the  p r i c e  a t  w h ic h  th e y  c an  be  p ro d u c e d  in 
t e r m s  of the s e c to r  o f  the  m a r k e t  to  be  r e a c h e d .
T h e  c o s m e t i c  m a r k e t  in  th e  UK a m o u n ts  to  a p p r o x im a te ly  
£ 9 0  m i l l io n  pounds  p e r  a n n u m  an d  s a l e s  of t o i l e t r i e s  to ta l  a b o u t  
£ 100 m il l io n .  C o n s u m e r  age  v a r i e s  f r o m  13 to 65 and  p r i c e s  f r o m  
a few  p e n ce  to s e v e r a l  pounds  p e r  p r o d u c t .
T h e  G a la  p o l ic y  is  b a s e d  on  th e  v ie w  th a t  no one b r a n d  c an  e q u a lly  
a p p e a l  to  a l l  s e c t o r s  of th i s  m a r k e t ,  e i t h e r  by  im a g e  o r  p r i c e ,  
p a r t i c u l a r l y  if  a b r a n d ' s  o b je c t iv e s  a r e  to  be  c l e a r .
T h is  i s  n o t  to s ay  th a t  o th e r  c o s m e t i c  c o m p a n ie s  do n o t  do th is  - 
and s u c c e s s f u l ly ;  b u t  i t  i s  no t the  G a la  G r o u p 's  p o l ic y  to  b e  a l l  
th in g s  to  a l l  w o m en  w ith  one b r a n d .
H ence  i t  h a s  d e v e lo p ed  b r a n d s ,  fo r  e x a m p le ,  fo r  the  s o p h is t i c a te d  
u s e r  w ho m a k e s  up h e r  o w n  m in d  a b o u t  m a k e - u p  id e a s  and  i s  not 
c o n c e rn e d  w ith  p r i c e  ; f o r  the  young u s e r  w i th  l i t t l e  m o n ey  who is  
v e r y  t r e n d y  an d  fo llow s m a k e - u p  te c h n iq u e s  of the m o m e n t;  f o r  the  
g i r l  w ith  m o r e  m o n ey  to  sp en d  who i s  e v e n  m o r e  t r e n d y ;  f o r  the  
w o m a n  who b u y s  on a 'v a lu e  fo r  m o n e y ' b a s i s  the c o s m e t i c s  
th a t  s u i t  h e r  p u r s e .
T h e  G a la  G ro u p  h a s  now a c q u i r e d  th ro u g h  a m e r g e r  w ith  S m ith  & 
N ephew  A s s o c ia te d  C o m p a n ie s  L td .  th e  N iv e a  r a n g e  of t o i l e t r i e s .  
T h e  a d v a n ta g e s  of add ing  th is  w id e ly - b a s e d ,  d o m in a n t  b r a n d  of 
t o i l e t r i e s  to th e  w ide  s p r e a d  of s t ro n g ly  e n t r e n c h e d  c o s m e t i c s  
w i l l  b e  o b v io u s .
2 .
O v e r s e a s ,  the  G ro u p  e x p o r t s  a l l  of i t s  b r a n d s  th ro u g h  the  s a m e  
p o l ic y  of c a te r in g  to d i f f e r e n t  s e c t o r s  of the  m a r k e t .  In ad d it io n ,  
the G ro u p  m a n u f a c tu r e r s  in I ta ly  two lo c a l  c o s m e t i c  b r a n d s  
w h ich  a r e  e x p o r te d  to  o th e r  m a r k e t s .
(b) G a la  I n te r n a t io n a l
O u t of 80 o v e r s e a s  m a r k e t s  to  w h ic h  the  G a la  G ro u p  e x p o r t s ,  in no 
fe w e r  than  41 a r e  to be  found two o r  m o r e  b r a n d s  - in  m an y , a l l  
fo u r .
Som e m a r k e t s  m a n u fa c tu r e  lo c a l ly ;  s o m e  a s s e m b l e  and  p a ck ag e  
only; m o s t  buy f in ish e d  p ro d u c ts  f r o m  the  UK.
G a la  i s  p ro u d  of the  f a c t  th a t  30% of tu r n o v e r  g o es  w o r ld  w id e ,  
q u a lify in  g fo r  the  Q u e e n 's  A w ard  in  1968 and 1973 on the g ro u n d s  
of e x p o r t  a c h ie v e m e n t .
(c) S u b s id ia r ie  s -
I) U .K .  B a s e d
G a la  C o s m e t i c s  I n te r n a t io n a l  L td .  : T h e  e x p o r t  d iv is io n  of the  
G ro u p ,  h an d l in g  a l l  b r a n d s  o v e r s e a s  - w h e th e r  f in i sh e d  p r o d u c ts  
o r  lo c a l  m a n u fa c tu re  on a r o y a l ty  b a s i s .
My r a m  P i c k e r  L td .  ; T h e  U n ited  K in g d o m  d i s t r ib u t io n  co m p an y ,  
h an d lin g  s e l l in g  and  d e sp a tc h  on the  h o m e  m a r k e t  th ro u g h  s e p a r a t e  
s a le s  d iv is io n s  f o r  e ac h  b r a n d .
C r y s t a l  P r o d u c t s  L t d . : T h e  m a n u f a c tu r in g  d iv is io n  w h ic h  
p ro d u c e s  a l l  b r a n d s  ex cep t  N iv ea  w h ic h  i s  m a d e  by S m ith  & N ephew  
in H ull.
M e d i - P a c k  L td . : P r o d u c e s  d i s p o s a b le ,  m o is te n e d  to w e le t te s  an d  
sw abs  f o r  m e d ic a l  and o th e r  p u r p o s e s ( s u c h  a s  own la b e l  m a r k e t in g  
o r  c o n t r a c t  p a ck in g .  )
D r e lc o  L td .  / I r i d o n  L td .  : Tw o c o m p a n ie s  th a t  w o rk  to g e th e r .  T h e  
f o r m e r  i s  a d is p la y  co m p an y , p ro d u c in g  the  G r o u p 's  (and o t h e r s ' )
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m e r c h a n d is in g  m a t e r i a l .  The l a t t e r  e x t r u d e s  p l a s t i c  sh ee t in g  w hich  
is  u s e d  fo r  th is  d is p la y ,  p a c k a g in g  and o th e r  p u r p o s e s .
II) O v e r s e a s  p a r t l y  ow ned m a n u fa c tu r in g  c o m p a n ie s  
P o l i c o s m e s i  Spa: A n I ta l i a n  c o m p a n y  th a t  p r o d u c e s  c e r t a i n  of 
th e i r  b r a n d s  f o r  I ta ly  and  fo r  e x p o r t .
M u l t i - P a c k s  E s p a n o la  S L : A S p a n is h  c o m p a n y  in  w h ich  the  G roup  
h a s  a  jo in t  i n t e r e s t ,  p ro d u c in g  c e r t a i n  b r a n d s  f o r  the S p an ish  m a r k e t .
G a la  C o s m e t ic o s  SA: A n o th e r  S p a n is h  jo in t  v e n tu r e ,  p ro d u c in g  c e r t a i n  
o th e r  of the G r o u p 's  b r a n d s  in th a t  m a r k e t .
D) H i s t o r i c a l  B a c k g ro u n d
I) G a la  C o s m e t ic  G roup
T h e  c o s m e t i c  in d u s t r y  a s  known today  i s  r e l a t i v e ly  new  in th a t  i t  
r e a l l y  s t a t e d  b e c o m in g  an in d u s t r y  in the  l a t e  1 920 's  and e a r l y  3 0 ' s. 
T h e  p r e s e n t  c o m p an y  w a s  f o r m e d  a s  off -  s p r in g  f r o m  a U . S . A .  
co m p an y  in  1933. T h e  fo u n d e r  M r .  P i c k e r  w a s  the  m a in  c r e a t o r  of 
the  G ro u p  u n t i l  s e l l in g  ou t to S m ith  & N ephew  in  1975. T h e  f i r s t  
b r a n d  in the U .K .  w a s  O .D .G .  a m a s s  c o n s u m e r  e co n o m y  p r i c e  
b r a n d  w h ich  w a s  so ld  th ro u g h  n e w  s t o r e s  su ch  a s  F .  W. W o o lw o rth  
w h ich  w e r e  b e in g  e s t a b l i s h e d  in  the 3 0 's .  By 1942 the n e e d  fo r  
a n o th e r  b r a n d  c a l led  G a la  was r e a l i z e d  to c a t e r  f o r  a  s l ig h t ly  
h ig h e r  in c o m e  le v e l .  In tu r n  the  e v a lu a t io n  of the  te e n a g e  m a r k e t  
w a s  r e a l i z e d  and  a b r a n d  c a l le d  M in e r s  w a s  la u n c h e d .  In t u r n  the  
6 0 ' s  saw  a young fa s h io n  d e s ig n e r  b r e a k th r o u g h  t r a d i t io n  and  
in t r o d u c e d  n e w  fa s h io n  f o r  th e  young  r e s u l t in g  in  the  l a u n c h  of 
M a ry  Q uan t C o s m e t ic s  in 1965 a p p e a l in g  to h ig h  fa s h io n  o r ie n te d  
young p e o p le  b y  hav in g  c o lo u rs  t o  m a tc h  fa s h io n  look . G a la  C o s m e t i c  
G ro u p  d e s c r i b e s  i t s  s e l f  a s  b e in g  fa s h io n  o r i e n te d  co lo u r  c o s m e t i c  
h o u s e ,
E x p o r t s  s t a r t e d  in  1953 in i t ia l ly  in E u r o p e  b e f o r e  be ing
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e x p an d e d  w o r ld w id e ,
2) S m i th  & N ephew  A s s o c ia te d  C o m p a n ie s
In 1970 G a la  m e r g e d  w ith  S m ith  & N ephew  in  th a t  47% of the  
e q u ity  w a s  h e ld  by S m ith  & N ephew , In  1975 the  fo u n d e r  
M r ,  P i c k e r  so ld  ou t to  Sm ith  & N ephew , a t w h ic h  po in t 
G a la  c e a s e d  to  be  a s to c k  m a r k e t  q u o ted  c o m p a n y .
G a la  b e c a m e  one of th e  100 c o m p a n ie s  w i th in  th e  S m ith  & 
N ephew  A s s o c i a t e d  C o m p a n ie s .  A s the  l a r g e s t  s ingle  
c o m p an y  in  S m ith  & N ephew  i t  b e c a m e  know n a s  the  
C o s m e t ic  D iv is io n  of S m ith  & N ep h ew .
S m i th  & N ephew  A s s o c i a t e d  C o m p a n ie s  a r e  one of the  
c o m p an y  6 l i s t e d  i n  th e  T op  H u n d re d  an d  F i f t y  E u r o p e a n  
C o m p a n ie s  be ing  in p ro d u c in g  ( t e x t i l e s ,  p l a s t i c s ,  
p h a r m a c e u t i c a l s ,  o p t ic s ,  s a n i t a r y  p r o d u c t s ,  s u r g i c a l  
s u p p l ie s ,  c o s m e t i c s  e t c , )  Sm ith  & N ephew  h av e  s a l e s  in 
e x c e s s  o f £ 110 m i l l io n  pounds w ith  o v e r  30 m i l l io n  pounds  
p r o f i t .
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T h e  e f fe c t  of the  m e r g e r  on the  C o m p a n y s  P e r f o r m a n c e  
A s w a s  to  b e  e x p e c te d  th e  key d e c i s io n s  a r e  now b e e n  m a d e  
by  the  S m ith  & N ephew  b o a r d  r a t h e r  th a n  G a la  B o a r d ,  P o l i c y  
b e in g  in i t ia l ly  d e c id e d  by  S anco  i s  im p le m e n te d  by 
G a la ,
A s  f a r  a s  th e  O v e r s e a s  D iv is io n  is  c o n c e r n e d  th i s  p o l ic y  
m e a n s  th a t  it  i s  duty  bound  to  c o n s id e r  a n  own (S & N) 
co m p an y  w hen  d ec id in g  on new  d i s t r i b u t o r s  o r  r e n e w in g  
c o n t r a c t s  f o r  e x i s t in g  d i s t r i b u t o r s .  T h is  f o r m  of r a t i o n a l i z a ­
t io n  i s  n o t  a lw a y s  the  b e s t  a s  c o s m e t ic  s e l l in g  an d  m a r k e t in g  
i s  d i f f e r e n t  f r o m  p h a r m a c e u t i c a l .  C o n s e q u e n t ly  v e r y  l im i t e d  
n a t io n a l i s a t io n  o v e r s e a s  h a s  ta k e n  p la c e .
T h e  m a in  c h a n g e s  have  b e en  w ith in  the  c o m p a n y  a s  r e ­
o rg a n iz a t io n  in  m a n p o w er  h a s  ta k e n  p la c e  to  i n c r e a s e  
e f f ic ie n c y  and  in c r e a s e d  o u tp u t  p e r  'head* an d  i n  t u r n  p r o f i t ­
a b i l i ty ,  S m ith  & N ephew  i s  know n fo r  i t s  f in a n c ia l  s tan d in g  
in  M a n a g e m e n t ,  S h a re h o ld e r  t e r m s  r a t h e r  th a n  fo r  b e in g  a  
M a rk e t in g  o r i e n ta te d  c o m p an y  a s  w a s  the  c a s e  w ith  G a la  
C o s m e t ic  G ro u p ,
A s  w ith  any  t a k e o v e r  G a la  C o s m e t i c  G ro u p  h a v e  h a d  to a d ju s t  
to the c h a n g e s  w h ich  w ith  m a n y  o r g a n i s a t i o n s  tak e  t im e .
T h e  r e s u l t s  in  t e r m s  of i n c r e a s e d  p r o f i t a b i l i ty  a r e  b e e n  
a c h ie v e d ,  if  h o w e v e r  p e r h a p s  s l ig h t ly  a t th e  e x p e n s e  of 
c r e a t iv e  a b i l i ty  due to  e n su in g  th a t  each  an d  e v e r y  d e v e lo p m e n t  
m u s t  be on the b a s i s  of p ay in g  i t s  way, r a t h e r  th a n  p r e v io u s ly  
w hen  d e v e lo p m e n ts  w e r e  p la n n e d  a f te r ,  on long  r a t h e r  th an  
s h o r t  t e r m .
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A r e a s  of M a r k e t in g  & D is t r ib u t io n
G a la  o p e r a t e s  w o r ld w id e  o n  th e  b a s i s  of g e o g r a p h ic a l  r e g i o n  r a t h e r  
th a n  t r a d e  o r  b lo c k s  of c o u n t r i e s .  T h i s  m e a n s  th a t  th e  w o r ld  i s  
r e d u c e d  in to  r e g io n s  b e in g  h a n d le d  by a m a r k e t in g  m a n a g e r ,  and  a 
s a l e s  m a n a g e r .  H e n c e ,  the  m a r k e t in g  a r e a s  in  the  c o m p a n y  a r e ,  
E u r o p e ;  N o r th  & South ; non E u r o p e ,  M id d le  E a s t  & F  ar E a s t ,
N o r th  A m e r i c a  and  South  A m e r i c a .
T h e i r  b u s i n e s s  i s  b a s i c a l l y  of t h r e e  t y p e s .  F i r s t l y  d i s t r i b u t o r s  who 
buy f in i s h e d  goods  f r o m  G a la  in S u rb i to n  and w ith  w hom  G a la  h a v e  
no f in a n c ia l  c o n n e c t io n .
S eco n d ly  lo c a l  m a n u fa c tu r e  c o u n t r i e s ;  t h e r e  a r e  m an y  m a r k e t s ,  
w h e r e  i t  w ou ld  be  im p o s s ib le  to i m p o r t  f in i s h e d  goods b e c a u s e  of 
f o r e ig n  e x c h a n g e  p r o b le m s ,  and  th ey  w o u ld  lo c a l ly  m a n u f a c tu r e  
an d  g ive  G a la  a  r o y a l ty .  T h e  th i r d  a r e a  o f  b u s i n e s s  i s  G a l a ' s  own 
c o m p a n ie s  o r  a s s o c i a t e d  c o m p a n ie s .  T h e y  h a v e  a n u m b e r  of fu lly  
ow ned c o m p a n ie s  a b r o a d  and  a n u m b e r  w h ic h  a r e  jo in t  
v e n t u r e s  w ith  lo c a l  p e o p le .  T h e  d i s t r i b u t o r s  a r e  t r e a t e d  s e p a r a t e l y  
f r o m  lo c a l  m a n u f a c tu r e  b e c a u s e  a d i f f e r e n t  a p p r o a c h  is  n e e d e d  - 
one i s  s t r a i g h t f o r w a r d  s a l e s  and  m a r k e t in g  in  the  m a r k e tp l a c e  an d  
the  o th e r  i s  s e l l in g  k n o w -h o w  a n d  e x p e r t i s e .  In a l l  th e  m e n t io n e d
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c a s e s ,  w h e th e r  i t  i s  a  d i s t r i b u t o r  o r  a lo c a l  m a n u fa c tu re  s i tu a t io n ,  
they  b e c o m e  in v o lv ed  in  th e  m e th o d  of d i s t r ib u t io n  a n d  a d v e r t i s i n g ,  
s e l l in g  th ro u g h  th e i r  d i s t r i b u t o r s  an d  n o t  to th em . T h e r e  i s  no p o in t  
in th e i r  s e l l in g  a lo t of s to ck  to a  d i s t r i b u t o r  w h ich  he  th en  s e l l s  to 
a r e t a i l  shop , w hich  th e n  c an n o t s e l l  th e m ,  b e c a u s e  th en  th e  c h a n n e ls  
a r e  f i l le d  and  G a la  can n o t  s e l l  a n y  m o r e .  A s  th is  i s  a fa s h io n  
b u s i n e s s ,  i t  d o es  n o t  p a y  to  lo ad  p e o p le  u p  w ith  too m u ch  s to c k ,  a s  i t  
j u s t  en d s  by  co m in g  b a c k .  A co lo u r  in  one y e a r  c an  be  ou t of fav o u r 
the n e x t .
G a la  k e e p  a c lo s e  w o rk in g  r e l a t i o n s h ip  w ith  th e i r  d i s t r i b u t o r s ;  they  
p ro m o te  new  i t e m s  and  s h a d e s  e v e r y  e ig h t  w e e k s  - s ix  t im e s  a y e a r . 
T h ey  have a  r e g u l a r  d ia lo g u e  going on w ith  th e  d i s t r i b u t o r s  on th e s e  
g e n e r a l  p r o m o t io n s  - on the  p r i c e  th e y  a r e  go ing  to  buy  the new  
p ro d u c t  f o r ,  how th ey  a r e  going to s e l l  i t ,  how  m any  they  a r e  going 
to ta k e ,  how i t  i s  going to  be d is p la y e d .  T h e  p r i c e  a n d  the  r e t a i l  
m a r g in s  a r e  a g r e e d  b e tw ee n  G a la  and  the d i s t r i b u t o r .  F o r  in s ta n c e ,  
th ey  w ou ld  n o t  l ik e  th e i r  d i s t r i b u t o r s  in  E u r o p e  to be g iving a b ig g e r  
m a r g in  th an  th e  r e s t  of the  t r a d e ,  o r  a s m a l l e r  m a r g in ;  th ey  w ou ld  
w an t to  fo llow  t r a d e  p r a c t i c e .  H o w e v e r ,  the  le v e l  of m a r k e t in g  
s o p h is t i c a t io n  th e y  a t t e m p t  in E u r o p e  th ey  do  n o t  go fo r  in  p la c e s  
l ik e  the  M idd le  E a s t  w h e re  t h e r e  is  n o t  su ch  s o p h is t i c a t io n ;  i t  is  
m o re  a buy ing  and s e l l in g  s i tu a t io n .
P r i c i n g  P o l ic y
In E u r o p e ,  for in s t a n c e ,  on  p r i c in g  they  do no t  s im p ly  c h a r g e  a 
p r i c e  w h ich  is  w o rk e d  ou t f r o m  c o s t .  T h e y  know w h a t  p r i c e  they  
w ould  l ik e  to  g e t  b u t  they  a lw ay s  w o rk  b a c k  f r o m  the m a r k e tp la c e  - 
the p r i c e  a t  w h ich  th e  d i s t r i b u t o r  c an  r e t a i l  the p ro d u c t ;  the  t a x e s ,  
the m a r g in  the r e t a i l e r  n e e d s ,  the  m a r g in  the  d i s t r i b u t o r  n e e d s  - 
they  a lw a y s  w o rk  b a c k  to  w h a t  m a k e r s  c a n  a f fo rd  to  pay  r e l a t i v e  
to the c o m p e t i t io n .  G a la  like  to th in k  th a t  th ey  a r e  p r o p e r  m a r k e t ­
ing p e o p le  b u t  it  c a u s e s  a lo t  of d if f icu l ty  to th e m  a d m in i s t r a t i v e ly  
in th a t  w ith  any one p ro d u c t ,  in E u r o p e  i t  h a s  a d i f f e r e n t  p r i c e  f r o m  
th a t  in  S u rb i to n  fo r  e v e r y  s in g le  m a r k e t .
1 .
F o r  in s t a n c e ,  in the  M idd le  E a s t  th ey  w o rk  on a c o s t - p lu s  b a s i s  
and  o f fe r  th e  p ro d u c t  a t  a  c e r t a in  p r i c e  fo r  p e o p le  to a c c e p t  or no t.  
B u t  in  E u r o p e  and F a r  E a s t  th ey  a r e  s o p h i s t i c a te d  in  th e i r  a p p ro a c h .  
T h e r e  is  a  lo t  m o re  c o m p e t i t io n  in E u r o p e ,  w hich  is  one of the 
m a in  r e a s o n s  why th e  r e t a i l  p r i c e  m u s t  b e  a s e n s ib ly  a g r e e d  one 
f i r s t ;  G a la  w ould  no t d ic ta te  c o s t  p r i c e s  to  th e i r  d i s t r i b u t o r s  a b ro a d  
b e c a u s e  the b r a n d  m ig h t  be  p r i c e d  ou t of the m a r k e t  o r  the  
d i s t r i b u to r  would n o t  buy  i t .
T h e  p r i c e  l e v e l  v a r i e s  in  d i f f e r e n t  c o u n t r i e s  an d  the  d i f f e r e n t  b ra n d s  
v a r y  b u t  they  a r e  in  the m e d iu m  to low p r i c e  r a n g e  on a v e r a g e ,
E u r o p e a n  P r i c i n g  P o l i c y
R e g a r d in g  the  p r i c in g  p o l ic y  fo r  e a c h  o f the  E E C  c o u n t r ie s  t h i s  is  
d i f f e r e n t  fo r  e a c h  c o u n t ry .  T he  p r i c in g  p o l ic y  i s  d e c id e d  f o r  e ac h  
b r a n d  w ith  the  d i s t r i b u t o r  in n e g o t ia t io n s  b e f o r e  the  b r a n d  i s  
la u n c h e d .  T h is  c o v e r s  s u c h  f a c t o r s  a s  c o m p e t i t io n ,  p r i c in g  and  
c h a n n e ls  of d i s t r ib u t io n .  F o r  e ac h  c o u n t ry  t h e r e  i s  a  n o r m a l  t r a d e  
d is c o u n t  fo r  th e  r e t a i l e r  ; i t  i s  n o r m a l  to s e l l  a t  a  r e c o m m e n d e d  
r e t a i l  p r i c e  - s ay  100, and th e  r e t a i l e r  g e ts ,  f o r  in s ta n c e ,  a d is c o u n t  
of 40%.
O r g a n is a t io n a l  S t r u c t u r e  w ith  E m p h a s i s  on the  S a le s  O rg a n is a t io n  
T h ey  have  m a in  b o a r d  d i r e c t o r s  and  d iv is io n a l  d i r e c t o r s ;  t h e r e  a r e  
s ix  m a in  b o a r d  d i r e c t o r s .  T h e  G a la  C o s m e t i c  G ro u p  is  n o t  ju s t  
Gà'la C o s m e t i c s  b u t  t h e r e  a r e  a n u m b e r  o f  c o m p a n ie s ;  the  
m a n u fa c tu r in g  d iv is io n  is  c a l l e d  C r y s t a l  P r o d u c t s  L t d , , the  
d i s t r ib u t io n  d iv is io n  i s  c a l led  M y r a m  P i c k e r ,  E a c h  o f  the  b r a n d s  
is  a  s e p a r a t e  co m p an y  - O u tdoor  G i r l  L im i te d ,  M a r y  Q uant 
L im i te d  e t c .  T h e n  th e r e  a r e  a s s o c i a t e d  c o m p a n ie s  - C re a t iv e  
R e s e a r c h  L im i te d ,  M e d i - P a c k  and  a w ho le  h o s t  of o th e r  c o m p a n ie s ,  
d i r e c t o r s  of in d iv id u a l  c o m p a n ie s  a r e  no t n e c e s s a r i l y  m a in  b o a r d  
d i r e c t o r s .  T h e r e  a r e  only  s ix  m a i n  b o a r d  d i r e c t o r s  who r e p r e s e n t  
the G ro u p  a t  S m i th  & N ephew . T h e r e  i s  a m a r k e t in g  d i r e c t o r ,  the  
m an ag in g  d i r e c t o r ,  the  co m p an y  s e c r e t a r y ,  the  f in a n c ia l  d i r e c t o r .
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the  p ro d u c t io n  d i r e c t o r  and a d i r e c t o r  r e s p o n s ib l e  fo r  o v e r s e a s  
a c t i v i t i e s .
R e g a r d in g  the  r e la t io n s h ip  b e tw e e n  the s a l e s  fu n c tio n  and  the  
m a r k e t in g  fu n c tio n ,  u n d e r  e ac h  b r a n d  th e r e  i s  a  d iv is io n  b e tw e e n  
h o m e  and o v e r s e a s ;  the m a rk e t in g  fu n c t io n ,  w h ich  is  the  p r o v i s io n  
of the p ro d u c t  as  they  d ev e lo p  new  p r o d u c t s ,  and  the  d e v e lo p m e n t  
of the a d v e r t i s i n g ,  e tc .  is  done w ith in  the  c o n c e p t  of the b r a n d  
g ro u p  an d  fo r  e a c h  b r a n d  th e r e  a r e  p e o p le  r e s p o n s ib l e  fo r  d e v e lo p ­
ing th e  p ro d u c t .
O v e r s e a s  D iv is io n  S t r u c t u r e
B u t  so  f a r  a s  the  s a le s  a r e  c o n c e rn e d ,  th is  i s  s e p a r a t e  fo r  H om e 
E x p o r t .  The o v e r s e a s  d iv i s io n  a r e  su p p l ie d  w ith  the  p r o d u c t  f i r m  
f r o m  the m a r k e t in g  p eo p le  so they  c an  s e l l  i t  a b r o a d .
T h e r e  i s  the  e x p o r t  d i r e c t o r  an d  u n d e rn e a th  h im  a n u m b e r  of p e o p le  
r e p o r t i n g  to  h i m  - one e x p o r t  m a n a g e r  f o r  E u ro p e ;  a s a le s  m a n a g e r  
fo r  th e  F a r  E a s t  /M id d le  E a s t ;  an  e x p o r t  m a n a g e r  h an d lin g  m a in ly  
the  C a r ib b e a n ,  South  A m e r i c a ,  A f r i c a  a n d  a m a n a g e r  r e s p o n s ib l e  
fo r  th e  s e r v ic in g  of the  s u b s id ia r y  c o m p a n ie s .  The s u b s id ia r y  
c o m p a n ie s  do n o t  n e e d  m u c h  a s s i s t a n c e  w ith  s a le s  a s  th ey  h a v e  th e i r  
own m a n a g in g  d i r e c t o r s  lo c a l ly  and  do e v e r y th in g  th e m s e lv e s ;  a l l  
they  n e e d  is  to  be fed  w ith  in fo r m a t io n  f r o m  the  b r a n d s  abou t the  
new  p r o d u c t s ,  A m a n a g e r  is  r e s p o n s ib l e  for c o o rd in a t in g  the  f low  
of in fo rm a t io n  f r o m  the b r a n d s ,  and a l s o  fo r  c r e d i t  c o n t ro l  an d  fo r  
m a r k e t in g  s e r v i c e s ,  s t a t i s t i c a l  in fo r m a t io n  to the  s a le s  m a n a g e r s  
( in fo rm a t io n  on s a l e s ,  p r i c in g ,  c o m p u te r  e t c . )
A lthough  the  s a le s  fu n c tio n  is  d iv id ed  a c c o r d in g  to the  g e o g ra p h ic a l  
a r e a s  in  w h ich  the  e x p o r t  m a n a g e r s  a r e  su p p o se d  to d e a l  w ith  a l l  
b r a n d s  in  th e i r  a r e a s ,  i t  w o r k s  d i f f e r e n t ly  f r o m  one a r e a  to a n o th e r ,  
and d iv id e d  in d i f f e r e n t  w a y s .  In E u r o p e ,  b e c a u s e  e a c h  m a r k e t  i s  
v e r y  s o p h is t i c a te d  and  v e r y  d e m a n d in g ,  th ey  go in to  g r e a t  d e ta i l  
in the E u r o p e a n  b u s i n e s s .  T h e r e  i s  e x p o r t  m a n a g e r  who i s  
r e s p o n s ib le  fo r  a l l  b r a n d s  in  E u r o p e ,  The F a r  E a s t  s a l e s  m a n a g e r  
h a n d le s  a l l  b r a n d s  b e c a u s e  i t  i s  not e c o n o m ic  th a t  the s a le s  m a n a g e r
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goes  th a t  f a r  to d i s c u s s  only one o r  tw o  b r a n d s  r a t h e r  th a n  the  
o th e r s  an d  o f ten  one a g e n t  h a n d le s  a l l  b r a n d s .  B a s i c a l l y  i t  is  a 
r e g io n a l  s p l i t .  T h e  d i s t a n c e  and  th e  s iz e  of th e  a r e a  d ic t a t e  how  
m any  t im e s  the  s a l e s  m a n a g e r  t r a v e l s  to i t .
W ith in  E u r o p e ,  G a la  h a s  s u b s id i a r y  c o m p a n ie s  in  H o llan d , A u s t r i a ,  
F r a n c e  and  jo in t  v e n t u r e s  in S w i tz e r la n d  and I ta ly  and  so  e a c h  h av e  
th e i r  own s a l e s  m a n a g e r .  The s a l e s  o r g a n i s a t i o n  i s  d iv id e d  by 
g e o g r a p h ic a l  a r e a s  w h e r e  the e x p o r t  m a n a g e r  r e s p o n s i b l e  d e a l s  w ith  
a l l  the  b r a n d s .
M ain  C o m p e t i to r s  an d  C o m p e t i t io n  in E u r o p e
T h e  c o m p e t i t o r s  v a r y  f r o m  b r a n d  to  b r a n d  d e p e n d in g  on the
s o c io - e c o n o m ic  p r o f i l e  of e ach  b r a n d .
In the c a s e  of m a s s  c o n s u m e r  b r a n d s  a im e d  a t  C /D  in c o m e  le v e l s  
su ch  a s  M in e s  and  O . D . G .  c o m p e t i t io n  is  f r o m  lo c a l ly  p ro d u c e d  
in d ig e n o u s  b r a n d s  th ro u g h  to i n t e r n a t i o n a l  e c o n o m y  b r a n d s  l ik e  
R im m e l ,  M a y b e l l in e .
In the c a s e  of M a r y  Q u a n t  a  A /B  in c o m e  l e v e l  b r a n d  a im e d  a t  the 
18-35 a g e  g ro u p  c o m p e t i t io n  i s  f r o m  I n t e r n a t io n a l  b r a n d s  su ch  
a s  R e v lo n  o r  l o c a l  b r a n d s  i s o la te d  to  th a t  m a r k e t  s u c h  a s  B o o ts  
N o . 7 (UK) or E l le n  B e t r ix  a n d  M a r g a r e t  A s  to r  in G e r m a n y .
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T h e  c h a n n e ls  of d i s t r ib u t io n  a r e  the  s a m e  f o r  c o m p e t i to r s  
wMch a re  g o v e rn e d  b y  the  im a g e  the  b r a n d  i s  p o r t r a y in g .
T h e  G ro w th  of C o s m e t ic  T r a d e
F r o m  1972 to 1974 i t  w a s  f e l t  th a t  the s a le s  had  d ro p p e d  in 
E u r o p e  due to  the t h r e e  d ay  w e ek  in  B r i t a i n  ( 1974) w h ich  c a u s e d  
a s h o r ta g e  of ob ta in in g  ra w  m a t e r i a l s  and c o m p o n e n ts .  T h e y  w e r e  
n o t  a b le  to su pp ly  the  d e m a n d ,  so  s a l e s  s u f f e r e d  b e c a u s e  of th a t .
In the la te  60s  and  e a r ly  70s G a la  w a s  w e l l  p la c e d ,  (m a in ly  in  the  
S can d in av ia  m a r k e t ,  ) b e c a u s e  th ey  w e re  th en  v i r t u a l l y  the  only  
m a jo r  b r a n d  a v a i l a b le ,  b u t  c o m p e t i t io n  h a s  b e c o m e  in te n s e  in 
r e c e n t  y e a r s .
S p e c ia l  F e a t u r e s  the C o m p an y  p o s s e s s e s  th a t  give i t  a  s p e c ia l  
p la c e  in the m a r k e t
T h e  c o m p an y  c o n s id e r s  i t s  b ig g e s t  ad v an tag e  to be  in n o v a tio n ;  
they  c la im ,  p a r t i c u l a r l y  w ith  the  M a r y  Q u a n t  b r a n d ,  to b e  a l ­
w ay s  f i r s t  w ith  th e  l a t e s t  fa s h io n  c o lo u r s  fo r  c o s m e t i c s .  T h e i r  
c r e a t iv e  p eo p le  look  a t  a l l  the  f a b r i c s  th a t  a r e  going  to  b e  i n  
f a s h io n  f o r  the fo llow ing  y e a r  in  t e r m s  of c o lo u r ,  s ty le  and  so on 
and  th e n  th e y  d e s ig n  the  p r o d u c t s ,  th e r e
T h e r e  i s  a d i f f e r e n t  m a r k e t in g  a p p ro a c h  f o r  e a c h  b r a n d .  O u td o o r 
G i r l  i s  b a s i c a l l y  v a lu e  f o r  m o n ey  - i t  i s  a im e d  a t  w o m e n  20 - 30 
y e a r s  old w ho do not have  a  lo t  of m o n ey  to s p en d  on c o s m e t i c s .  
A p a r t  f r o m  the  v a lu e  f o r  m o n e y  a s p e c t  of O u td o o r  G i r l ,  t h e r e  i s  
a  v e r y  w ide  r a n g e  -  ov e r  s ix ty  p r o d u c ts  i n  the  r a n g e ,  a l l  w ith  
b e tw e e n  12 and 24 s h a d e s .  T h e  s lo g an  fo r  th e  b r a n d  i n  1974 w a s  
" M a x im u m  b e a u ty ,  m in im u m  c o s t"  an d  th a t  w ould , in  G a l a ' s  v i e w ,  
su m  i t  u p .
W ith  a l l  th e se  f e a tu r e s ,  w h ich  the  co m p an y  p o s s e s s e s ,  the  m a r k e t  
i s  s t i l l  v e r y  c o m p e t i t iv e  a s  t h e r e  a r e  so  m a n y  b r a n d s .
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T h e  F u tu r e  and  the  New P l a n s  fo r  N ew  A c t iv i t i e s  in  th e  C om p an y  
It w ou ld  r e q u i r e  a s u b s ta n t i a l  l e v e l  in v e s t m e n t  to d e v e lo p  a n ew  
b r a n d .  T h e y  f e e l  th a t  th ey  a r e  v e r y  s t r o n g  in  c o lo u r  c o s m e t i c s  
bu t  v e r y  w e a k  in sk in  c a r e  c o s m e t i c s .  In t h i s  c o u n try  th e  
b a la n c e  b e tw e e n  th e  two i s  p ro b a b ly  8 0 -20% , b u t  on  the  c o n t in e n t  
i t  i s  th e  o p p o s ite ;  th e y  go f o r  t r e a t m e n t  a n d  v e r y  l i t t l e  c o lo u r .  So 
in  E u r o p e  a n d  o th e r  a r e a s  of the w o r ld .  G a la  a im  f o r  a % of 
the  c o s m e t i c  n a r r o w  b a n d  of 20% a n d  th e y  d o  n o t  h a v e  th e  p r o ­
d u c ts  to  p e n e t r a t e  t h e  80% t r e a t m e n t  s h a r e  of th e  m a r k e t .  T h e y  
t h e r e f o r e  c o n s id e r  th e  g ro w th  a r e a  to  be no t in  the  c o lo u r  a r e a  b u t  
in  the  sk in  t r e a t m e n t  a r e a  an d  a l s o  in  f r a g r a n c e .  T h e y  h a v e  b ro u g h t  
out a  new p e r fu m e  c a l l e d  ' H a v o c a g a i n  th a t  i s  a  v e r y  b ig  m a r k e t  
w h ich  th e y  a r e  n o t  in  an d  w h ic h  i s  n o t  e a s y  to  g e t  in to .  T h e  c o lo u r  
c o s m e t i c  b u s in e s s  i s  v e r y  f ic k le ;  i f  a  w o m a n  l ik e s  the  c o lo u r  she  
w i l l  buy  it  i r r e s p e c t i v e  of b ra n d ,  b u t  she  w i l l  n o t  buy  e i th e r  p e r ­
fu m e  or t r e a t m e n t  p r o d u c t s  on im p u l s e  b u t  on r e p u ta t io n  an d  good  
e x p e r i e n c e .  It i s  a  m o r e  g r a d u a l  p r o c e s s .  In c o lo u r  c o s m e t i c s ,  
i f  the  l a t e s t  c o lo u r s  go in to  a shop th ey  c an  p e r h a p s  a l l  be  g one  in  
two d a y s ,  b u t  w i th  new  t r e a t m e n t  p r o d u c t s  nobody  w i l l  buy  th e m .  
T h e r e  i s  f a r  m o r e  b r a n d  lo y a l ty  in  sk in  c a r e ;  a d v e r t i s i n g ,  
r e c o m m e n d a t io n ,  good e x p e r ie n c e  co u n t an d  to  s u c c e e d  in e i t h e r  
of th e se  two a r e a s  r e q u i r e s  a  lo t  of m o n e y  to  be in v e s t e d .  G a l a ' s  
p r o b le m  is  going to be  a s  a  c o m p an y ,  p e r s u a d in g  th e  S m ith  & 
N ephew  b o a r d  to in v e s t  h e a v i ly  to b e  c e r t a i n  of g e t t in g  
an  a d eq u a te  m a r k e t  s h a r e .  G a la  w ou ld  u s e  the  b r a n d  n a m e  of the  
c o s m e t i c s  an d  a_s a b a s e  to  la u n c h  in to  sk in  c a r e  and  f r a g r a n c e .
If th ey  b r in g  out a  new  p r o d u c t  th ey  do n o t  know how i t  i s  going to  
be  r e c e i v e d ;  th ey  b ro u g h t  out 'H av o c ' a n d  c o n d u c te d  p a n e l  t e s t s  
to  see if  peop le  l i k e d  the  f r a g r a n c e ,  b u t  one can n o t  t e l l  u n ti l  the  
p ro d u c t  c o m e s  ou t  a n d  th e  r e a c t io n  to  'H av o c ' h a s  b e e n  v e r y  m ix e d .
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T h e y  b r in g  out p ro m o t io n s  fo r  t i m e s  o f  th e  y e a r ;  i f  th ey  have  
p ro d u c t io n  p r o b le m s  on the s p r in g  p ro m o t io n  an d  i t  d o es  n o t  c o m e  
out u n t i l  the  s u m m e r ,  the  c o lo u rs  a r e  a l l  w ro n g  and  nobody  b u y s  
i t .  T h e y  a r e  c a te r in g  fo r  a  f ic k le  t a s t e  a l l  the  t im e ,  b u t  t r e a t m e n t  
i s  a  s te a d y  t a s t e  a l l  the t im e  - the  co ld  c r e a m  an d  n ig h t  c r e a m  w i l l  
s t i l l  be  s e l l in g  in  te n  y e a r s '  t im e .  G a la  b r i n g  ou t new  p r o d u c ts  e v e r y  
s ix  w e e k s  a n d  d ropp ing  o th e r  p r o d u c ts  b e c a u s e  th ey  h av e  to  k e ep  
the  r a n g e  c o m p a c t .
C a p a c i ty  in  U se
G a la  h a d  a f a c to r y  in  I r e l a n d  u n ti l  l a s t  y e a r  and th e y  u se d  to  
e x p o r t  a lo t  f r o m  I r e l a n d ,  T h is  w a s  due to  the  f a c t  th a t  i f  you  
e s t a b l i s h  a  f a c to r y  in  I r e l a n d  you p ay  no ta x  fo r  s e v e n  y e a r s  on  
p r o f i t s  m a d e ;  th e y  w e r e  r e x p o r t in g  f r o m  I r e l a n d  an d  f r o m  S u rb i to n ,  
A t th a t  t im e  n e i th e r  w as to ta l ly  u t i l i z e d .  A s p a r t  of th e  c o n s e q u e n c e s  
of S m ith  & N ephew  co m in g  in , they  have  r a t i o n a l i s e d  the b u s i n e s s  
and  h av e  c lo s e d  the  f a c to r y  in  E i r e  and  a l l  th e  p r o d u c t io n  i s  now in 
S u rb i to n ,  w h e r e  they  a r e  h av in g  p r o b l e m s .  T h e y  h av e  no  s u r p lu s  
c a p a c i ty  now , a l t h o u ^  b o th  f a c t o r i e s  an d  th e i r  p ro d u c t io n  i s  now  
s t r e t c h e d .  If th ey  w a n te d  to i n c r e a s e  th e i r  p ro d u c t io n  b y  v e r y  
m u c h  m o r e  th e y  w ou ld  h a v e  to  c o n s id e r  a n  e x te n s io n  to one of the  
p r e s e n t  f a c t o r i e s ,  if. p r  oduction  w as to  be  i n c r e a s e d  a l th o u g h  
p r o d u c ts  now  th ey  a r e  u s in g  o u ts id e  c o n t r a c t  p a c k e r s  ; th ey  p ro v id e  
the  s p e c i f ic a t io n ,  p a ck a g in g ,  e t c ,  and  the  c o n t r a c t o r s  do th e  w o rk .
T h e  p r e p a r a t i o n  the  com pany  u s u a l ly  u n d e r t a k e s  to a p p r o a c h  a new  
o v e r s e a s  m a r k e t .
T h e  im p e tu s  a s  f a r  a s  o v e r s e a s  a c t iv i t i e s  a r e  c o n c e rn e d  c o m e s  
f r o m  the o v e r s e a s  d iv is io n ;  the  m a r k e t in g  d e p a r t m e n t  d e v e lo p s  
the p ro d u c t ,  d is p la y ,  p a c k a g in g  e t c . w h ich  i s  th en  h a n d ed  to  the  
O v e r s e a s  D iv is io n .  T he  m a rk e t in g  d e p a r tm e n t  does  no t  get invo lved  
in the d ay  to day  a c t iv i ty  o v e r s e a s ;  i t  i s  the  O v e r s e a s  D iv is io n  th a t
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c o n t r o l s  the  b u d g e ts  and d e c id e s  how  to  a p p ro a c h  new  m a r k e t s .  A t 
p r e s e n t  they  do n o t  have  any  new  m a r k e t s  in E u r o p e  (but a r e  t ry in g  
to d e a l  w ith  E a s t e r n  E u ro p e )  as  they  a r e  in e v e r y  E u r o p e a n  m a r k e t .  
T h ey  have  a f a i r l y  p a in s ta k in g  a p p ro a c h  to  s ta b i l i z e  new  m a r k e t s ,  
and  fo r  e x a m p le :  - b e f o r e  ap p o in tin g  a  d i s t r ib u t io n  m a n a g e r  in 
Saudi A r a b i a  the  e x ec u t iv e  c o n c e rn e d  saw  ab o u t  tw en ty  p e o p le  w ho 
had  w r i t t e n  to th e m  p r e v io u s ly  b e fo re  they  w e n t  to  Saudi A r a b ia ,  they  
n o r m a l ly  do s o m e  b a s i c  r e s e a r c h  on  the  m a r k e t ,  th en  v i s i t  i t  and 
see  a l l  the  p eo p le  who h av e  e x p r e s s e d  i n t e r e s t  p lu s  the  B r i t i s h  
T r a d e  C o m m is s io n e r  lo c a l ly  to g e t  h is  r e c o m m e n d a t io n s  and  g e n ­
e r a l ly  ad o p t a f a i r ly  p a in s ta k in g  a p p r o a c h  b e f o r e  th ey  a p p o in t  
anybody .
T h e  E f f e c t  of the E l im in a t io n  of T a r i f f s  on  the  C o m p a n y 's  T r a d e  
w ith  the  E E C  C o u n t r ie s
T h e  co m p an y  a t t r i b u t e s  the a d v a n ta g e s  th ey  get o u t  of th e  e l im in a t io n  
of t a r i f f s  to the  K en n ed y  R o u n d  r a t h e r  th a n  to  the  E E C .  T h is  b r o u g h t  
down the d u t ie s  c o n s id e r a b ly  and th en  th e re  w as  the  p h a s in g  ou t of 
d u t ie s  o v e r  f iv e  y e a r s  th ro u g h  the  C o m m o n  M a r k e t ,  b u t  the  r e s u l t s  
a r e  v e r y  s m a l l  and  v e r y  g r a d u a l  - f r o m  6. 7% in  1975 to  5. 5% th is  
y e a r .  In t e r m s  of the  c o m p a n y 's  b u s in e s s  th a t  i s  a 1% sav in g  b u t  
they  h av e  b e e n  su f fe r in g  26% r a t e  o f  in f la t io n  an d  hav in g  p u t  up 
t h e i r  p r i c e s  a t  a  r a t e  of 20% a y e a r ,  the  t a r i f f  a d v a n ta g e  is  
n e g l ig ib le  o v e r  and  above  w h a t  th ey  a l r e a d y  had f r o m  the  K en n ed y  
R ound .
In th e i r  b u s in e s s  in E u r o p e ,  t a r i f f s  a r e  n o t  im p o r ta n t ;  i t  i s  the 
lo c a l  ta x e s  th a t  do a l l  the  d a m a g e .  In Sw eden  th e r e  is  a 38% lu x u ry  
ta x ,  and  an  a lco h o l  ta x ,  an d  th e s e  a r e  a l l  in  double  f ig u r e s  - 28%, 
30%. You a r e  su b je c te d  to th e s e  w h e th e r  you a r e  p ro d u c in g  lo c a l ly  
o r  im p o r t in g ;  i t  i s  an  e x c is e  ta x  and  c o m p u ls o r y .  The a c tu a l  t a r i f f  
b a r r i e r s  fo r  th e i r  p ro d u c ts  in  E u r o p e  a r e  n o t  h ig h . G a la  w ould  n o t 
say  th e r e  h ad  b e e n  any  g r e a t  b e n e f i t s  a s  a  r e s u l t  of go ing  in to  the 
E E C .
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T h e  A d v a n ta g e s  sof B r i t a i n ' s  e n t ry  in to  th e  E E C  in  the  C a s e  
of the C o m p an y
T h e  co m p an y  d o es  n o t  s e e  any  p r a c t i c a l  a d v a n ta g e ,  a s  d i s t in c t  
f r o m  p o l i t ic a l  a s p e c t s ,  r e s u l t in g  in  the  c o s m e t i c s  f ie ld  f r o m  
E E C  e n t r y .
T h e  D is a d v a n ta g e s  the  C o m p an y  e x p e r ie n c e d  due to  B r i ta t in 's  
e n t ry  in to  the  E E C
If a n y th in g ,  e n t ry  h a s  b ro u g h t  th e m  t r o u b le s  in ,  f o r  in s t a n c e ,  the  
f o r m  of C o m m o n  M a r k e t  l e g i s l a t i o n .  C e r t a i n  c o lo u r s  a r e  b a n n e d  
w h ich  co u ld  be  so ld  in  E n g la n d  an d  a r e  now i l l e g a l  on the  C o n t in e n t ,  
T h e  C o m m o n  M a r k e t  s a y s  th a t  a l l  th e  in g r e d ie n ts  of c o s m e t i c s  
m u s t  be put on the  b o t t l e s ;  in  th e o ry  th ey  a r e  su p p o se d  to  p u t  a l l  
the  in g r e d ie n t s  of a l i p s t i c k  on  the  l i p s t i c k  - tw e lv e  o r  so  
in g r e d ie n t s  - w h ich  i s  i m p r a c t i c a l .  T h ey  h a v e  s t a r t e d  to  f ind  
t h i s  in  B e lg iu m  an d  e v e n tu a l ly  i t  w i l l  e x ten d  a l l  t h r o u ^  the C o m m o n  
M a r k e t ,  an d  th e y  f in d  i t  a  h in d r a n c e .  I t  i s  p r o b a b ly  good f o r  the  
c o n s u m e r ,  but fo r  th e m  a s  m a n u f a c tu r e r s  f r o m  a c o m m e r c i a l  p o in t  
of v iew  in  the  c o s m e t i c  in d u s t r y  i t  h a s  m a d e  no d i f f e r e n c e  a t  a l l  
to s a l e s .  T h e y  know the id e a  is  th a t  e a c h  p ro d u c t  shou ld  s e l l  a t  
the s a m e  p r i c e  in  e a c h  c o u n try ,  b u t  in  f a c t  t h e i r  own p r i c e s  a r e  
w ild ly  d i f f e r e n t  b e c a u s e  of the  lo c a l  t a x e s .
O th e r  B a r r i e r s  to E n t r y  in  th e  C a s e  . of th e  C om pany  
N a t io n a l i s t i c  a p p r o a c h .
T h e  c o m p a n y  f e e l s  th a t  the  n a t io n a l i s t i c  a p p r o a c h  a ffec ts  th e m  no 
m o r e  now than  i t  did in  the  p a s t ;  they  s ay  th a t  the  goods th e y  h av e  
su p p l ie d  to  E u r o p e a n  c o u n t r i e s  h av e  a lw ay s  had  a co n n o ta t io n  of 
good q u a l i ty ,  w h ich  i s  s t i l l  a p p a r e n t .
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A G e n e r a l  V iew  o f e n t ry  in to  the E E C  in  the  c a s e  of th e  C om pany  
On a day  to  day  b a s i s ,  i f  the  com pany  i s  d e a l in g  w ith  D e n m a r k ,  
fo r  in s t a n c e ,  they  t r e a t  th e m  a s  p a r t  of S c a n d in a v ia  r a t h e r  th a n  
p a r t  of the  E E C  and  i t  w ou ld  n o t  o c c u r  to  th e m  on a  d ay  to day  b a s i s  
th a t  th ey  w e r e  p a r t  o f  th e  E E C .
T h e  E E C  m ig h t  have  b e e n  b e n e f i c i a l  fo r  th e m  on co m p o n en t  p u r ­
c h a s in g ,  ( e . g .  g la s s  b o t t l e s  an d  p l a s t i c  t u b e s . )  T h e y  buy c e r t a i n  
of th e i r  r a w  m a t e r i a l  f r o m  G e r m a n y  an d  F r a n c e  a s  do  th e i r  
c o m p e t i to r s ;  m o s t  g la s s  b o t t l e s  com e f r o m  B e lg iu m  an d  m o s t  of 
the  s u p p l i e r s  t o  the  c o s m e t i c  in d u s t r y  a r e  c o m m o n  p e o p le  - m o s t  
eye p e n c i l s  c o m e  f r o m  G e rm a n y  a n d  m o s t  l i p s t i c k  tu b e s  f r o m  
F r a n c e .
In th e i r  d i s c u s s io n s  and  p r e s e n ta t i o n s  to  m a n a g e m e n t  th e y  n e v e r  
t r e a t  the E E C  c o u n t r ie s  a s  a  w h o le .
S u m m a r y  of th e  B a r r i e r s  to  E n t r y
(a) T a r i f f  b a r r i e r s :  w h ic h  h a v e  b e e n  e l im in a te d  g r a d u a l ly  to  c o m e  
down to  z e r o  r a t e  in 1977, so it  i s  n o t  a  b a r r i e r  an y  m o r e .
(b) In d iv id u a l  E E C  c o u n t r ie s  d i f f e r e n t  V A T /L u x u r y  r a t e  s y s t e m s -  
the  co m p an y  c o n s id e r s  th a t  th is  i s  a  s ig n i f ic a n t  b a r r i e r  in ,  
t h e i r  c a s e ,  b u t th e s e  a r e  d o m e s t i c  f a c t o r s  an d  B r i t a i n  h a s  n o  
c o n t r o l  o v e r  the  r a t e  sof VAT in  th e s e  c o u n t r ie s  o r  th e  r a t e  of 
lu x u ry  ta x ,  b u t  i t  i s  the  a d d i t io n a l  t a x  to  VAT - the lu x u ry
ta x  -  t h a t  p r o b a b ly  a f fe c t s  c o s m e t i c s  m o r e  th a n  so m e  o th e r  
p r o d u c t s .
T h e  co m p an y  ad d ed  th a t  th e  i d e a l  of a c o m m o n  p r i c in g  p o l ic y  is  a n  
im p o s s ib le  one a t  the  m o m e n t ,  l ik e  h a v in g  a c o m m o n  c u r r e n c y  w h e re  
th ey  h av e  now seen  i n  r e c e n t  t im e s  th a t  a l l  the  c u r r e n c i e s  a r e  a l l  
p u l l in g  t h e i r  own w ay .
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T h e  P e n e t r a t i o n  of th e  E E C  C o m p a n ie s  in to  the UK M a r k e t  
T h e  co m p an y  c o n s id e r s  in  g e n e r a l  th a t  th e  e f fe c t  on the  c o s m e t ic  
b u s in e s s  h a s  b e e n  n e u t r a l  a lthough  it h a s  e n c o u r a g e d  the  E u r o p e a n s  
to  th ink  m o r e  of B r i t a i n ,  I t  i s  im p o s s ib le  th a t  s o m e  E u r o p e a n  
c o s m e t i c / t o i l e t r y  m a n u f a c t u r e r s  a r e  now s e r i o u s l y  co m in g  to 
E n g lan d ;  b e f o r e  th ey  h a d  t h o u ^ t  of E n g la n d  a s  a  f o r e ig n  c o u n try  
w h e r e a s  now th ey  w ould  th in k  of i t  a s  a m a r k e t  w h ich  h a s  n o t  b e e n  
e x p lo i te d .  A n o th e r  f a c to r  i s  th a t  the  UK m a r k e t  now h a s  5 5 .5 m  
c o n s u m e r s ,  w h ich  a t t r a c t s  the  E E C  c o m p a n ie s ,  an d  th ey  th in k  
E n g l i s h  c o m p a n ie s  a r e  going to h a v e  a to u g h e r  t im e  in  the i r  own 
h o m e  m a r k e t ,  b u t  in  f a i r n e s s ,  a l th o u g h  p e o p le  do ru n  down 
B r i t i s h  e x p o r t  e f fo r t  the  c o m p an y  c o n s i d e r s  th a t  m o s t  B r i t i s h  
c o m p a n ie s  h a v e  b e e n  f a r  b e t t e r  r e p r e s e n t e d  in  E E C  c o u n t r i e s  
b e fo re  e n t r y  th an  E E C  c o m p a n ie s  h av e  b e e n  r e p r e s e n t e d  in  
E n g la n d ,  T h e r e  a r e  no G e r m a n  c o s m e t i c / t o i l e t r y  p r o d u c ts  h e r e  a t  
a l l  a n d  only  one  F r e n c h  co m p an y  on a  v e r y  s m a l l  s c a le ,  b u t  th ey  
a r e  co m in g  h e r e .  T h e  c o n t in e n ta ls  have  w o k en  up to the  f a c t  th a t  
t h e r e  i s  a  new  m a r k e t  i n  w h ich  th ey  c a n  e x p a n d ,  b u t  i t  h a s  no t 
given the  co m p an y  siny e x t r a  im p e tu s  b e c a u s e  th e y  h a d  s u p p l ie d  the  
E u r o p e a n  m a r k e t  b e fo re  e n t r y .
T h e  co m p an y  c o n s id e r s  th a t  E n g la n d  a s  a c o u n t ry  is  l e s s  c o n t r o l le d  
by  l e g i s la t i o n  th an  o th e r  c o u n t r i e s  and  c o n s u m e r i s m  is  n o t  n e a r ly  
a s  s t ro n g  h e r e  a s  i t  is  in  E u r o p e ,  and  p a r t i c u l a r l y  in  S c a n d in av ia  
w h e re  i t  i s  v e r y  s t r o n g .  Now, h o w e v e r ,  w i th  one law  in th e o ry  f o r  
e v e ry b o d y  i t  i s  going to  be h a r d  to fo llow , fo r  in s t a n c e  w ith  th e  
r e q u i r e m e n t  to  p u t  a l l  the  in g re d ie n ts  on a  l i p s t i c k .  S upposing  th i s  
is  done, d o es  i t  h av e  an y  m e a n in g  fo r  the a v e r a g e  p e r s o n .
How f a r  the D e v a lu a t io n  of the  P o u n d  h e lp e d  the C o m p a n y  T r a d e  
w ith  the  E E C
D e v a lu a t io n  of the  pound h a s  d e f in i te ly  b e e n  h e lp fu l  to  th e  c o m p an y ; 
and h a s  b e e n  a n  a d v a n ta g e  in the s e n s e  th a t  i t  h a s  m ade B r i t i s h
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p r o d u c ts  c h e a p e r  b e c a u s e  the pound h a s  b e e n  d e v a lu e d  in  t e r m s  
of the lo c a l  c u r r e n c y ,  b u t  a ll  i t  h a s  h e lp e d  to  do i s  to c u sh io n  the 
e f f e c t s  of th e  v a r y in g  k ind  of p r i c e  i n c r e a s e s  the  co m p an y  h a s  
h ad  to  im p o s e .  T hey  have  b e en  going ou t w ith  p r i c e  i n c r e a s e s  in 
the  r e g io n  of 20-25%  a y e a r ,  w h e re a s  in G e r m a n y  t h e r e  h a s  b e e n  
in f la t io n  of 6%, a  d i f f e r e n c e  of 14%, F o r tu n a t e ly  th e  G e r m a n  
m a r k  is  v e r y  s t ro n g  le a d in g  to  a  low r a t e  of in f la t io n  in  G e r m a n y ,
So a t  l e a s t  the  d i f f e r e n c e  in  t e r m s  of lo c a l  c u r r e n c y ,  in  th a t  t im e ,  
h a s  b e e n  a 10% o r  m o r e  d e v a lu a t io n  of s t e r l i n g  in  t e r m s  of the  
lo c a l  c u r r e n c y .  In f a c t  in r e a l  t e r m s ,  a l th o u g h  the co m p an y  h a s  p u t  
up i t s  p r i c e s  to i t s  d i s t r i b u to r  th ey  h av e  n o t  had  to  p u t  th e m  up 
v e r y  m u c h  in  the  lo c a l  m a r k e t  and  B r i t i s h  g o o d s  a r e  j u s t  a s  c o m ­
p e t i t iv e  a s  th ey  w e r e ;  b u t  w i th o u t  the  f lo a ta t io n  of the pound  if  th ey  
had  t r i e d  to  m a in ta in  e x c h a n g e  r a t e s  a s  in  the  o ld  s y s te m ,  i t  w ou ld  
have  b e e n  e x t r e m e l y  d if f ic u l t  and  e x p e n s iv e  lo c a l ly .  I t  r e a l l y  h a s  
b e e n  an  a d v a n ta g e .
A n o th e r  v ie w  of the  A d v a n ta g e s  the  C o m p a n y  e x p e c ts  to  e x p e r ie n c e  
due to th e  e l im in a t io n  o f  T a r i f f s
T h e  c o m p an y  c o n s id e r s  th a t  the  e l im in a t io n  of t a r i f f s  w i l l  n o t  m ak e  a 
s ig n i f ic a n t  d i f f e r e n c e  i n  t o d a y 's  in f la t io n  -  f o r  e x a m p le ,  th e  
p r e v io u s  d a y  th e  b a n k  r a t e  in  I ta ly  w e n t  u p  b y  4% w h e r e a s  i n  th e  o ld  
d a y s  i t  w ould  h av e  m o v e d  by  %% o r  %%, In  o th e r  c o u n t r i e s  su ch  a s  
I r a n ,  the  i m p o r t  duty  i s  100%; in  C y p ru s  100%; c o s m e t i c s  a r e  
r e g a r d e d  a s  lu x u ry  goods  an d  th e y  c an  be  ta x e d  v e r y  e a s i ly  w ith o u t  
a f fe c t in g  the  b a s i c  e c o n o m y  v e r y  m u c h ,  so  th e y  a r e  s in g le d  ou t .  In 
t e r m s  of th e  r a t e  of in f la t io n  and th e  type  of p ro d u c t ,  3-4% is  
e x t r e m e l y  s m a l l .  If i t  w e r e  a  r e d u c t io n  f r o m  100% to  80% o r  50% 
th i s  w o u ld  b e  so m e th in g  ta n g ib le ,  b u t th e  c o m p an y  h a s  ju s t  p u t  up 
i t s  p r i c e s  b y  7-|%, w h ic h  i s  m o r e  th a n  the  i m p o r t  d u ty .  T h e y  w ou ld  
do e i th e r  m o r e  d a m ag e  o r  g a in  m o r e  b e n e f i t  by  im p o s in g  o r  n o t
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im p o s in g  a s ix  m o n th ly  p r i c e  i n c r e a s e  th a n  a b o l is h in g  o r  m a i n ­
ta in in g  th e  to t a l  im p o r t  t a r i f f .
P r o s p e c t s  the  C om pany  e x p e c ts  in th e  E E C  m a r k e t s  
T h e  p r o s p e c t s  cou ld  be  v e r y  good. W hen B r i t a i n  w e n t  in to  the  
C o m m o n  M a r k e t ,  i t  w as  th o ugh t th a t  t h e r e  w ou ld  b e  i n c r e a s e d  
a c t iv i ty  b e tw e e n  the  c o u n t r ie s ,  w ith  an  i n c r e a s e  in  t r a d e  and  
g e n e r a l  p r o s p e r i t y  o f  th e  p e o p le ,  th a t  the  w ho le  th ing  w a s  going 
to w o rk  and  th e r e  w ould  be  m o r e  d e m a n d .  T h a t  w a s  the  th e o r y .
In p r a c t i c e  the co m p an y  th in k s  th a t  i t  w i l l  be a tough s t ru g g le  j u s t  
to  s ta y  w h e r e  th ey  a r e .  A lth o u g h  in  t h e o r y  th e  e x te n t  of the m a r k e t  
in  the UK to  in c lu d e  the  m a r k e t s  of the  o th e r  e ig h t  c o u n t r i e s  w ith  a 
p u r c h a s in g  pow er of 250 m i l l io n  p eo p le  sh o u ld  i n c r e a s e  the  d e m a n d  
on the c o m p a n y 's  p r o d u c ts  if  i t  w o r k s  to w a rd s  s a t i s fy in g  th e i r  
r e q u i r e m e n t s ,  the  c o m p a n y  d id  n o t  s e e  any  a d v an ta g e  in  B r i t a i n ' s  
e n t r y  in to  th e  E E C  r e g a r d in g  th a t  th e o r y  b e c a u s e  th ey  h av e  t r a d e d  
t h e r e  b e f o r e  and  w h a t  th ey  m ig h t  f a c e  i s  only  how to  k eep  th e i r  
p o s i t io n  in th e s e  c o u n t r i e s .  T h e  only  a d v a n ta g e  w h ich  th e  co m p an y  
cou ld  s p e c u la te  on a s  a  p r o s p e c t  fo r  th e f u tu r e  in  the  E E C  m a r k e t  i s  
th a t  th e  p u r c h a s in g  p o w e r  and  the  p r o s p e r i t y  of the p e o p le  w ou ld  
i n c r e a s e ,  an d  w ith  i t  th e  d e m a n d  p ic k  u p .
W hat w ould  be  the  p o s i t io n  of the  c o m p an y  in  th e  E E C  m a r k e t  had 
the  UK n o t  jo ined  the c o m m u n ity  
**Had th e  UK s ta y e d  out of th e  c o m m u n ity ,  th e n  i n s t e a d  of th e  t a r i f f  
b a r r i e r  a b o l i s h e d  - an d  i t  m u s t  b e  r e m e m b e r e d  th a t  th is  i s  a 
b i l a t e r a l  th ing  and  a s  th e  t a r i f f  b a r r i e r s  b e tw e e n  the p a r t n e r s  a r e  
b e in g  r e d u c e d ,  so th e  b a r r i e r s  b e tw e e n  th e  M a r k e t  an d  o u t s id e r s  
a r e  b e in g  i n c r e a s e d  -  th e n  a t  the  en d  of t e n  y e a r s ,  th e  d i f f e r e n c e  
cou ld  be  s u b s ta n t i a l .  A lthough  th e y  h a v e  only  co m e  down f r o m .
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say ,  6% to n o th in g ,  i f  th ey  h a d  gene  f r o m  6% to  12%, w h ich  
th ey  m ig h t  do w ith  o th e r  c o u n t r i e s ,  t h i s  w o u ld  b e  the  f ig u r e  to  
be lo o k e d  a t .  H ad  B r i t a i n  d e c id e d  to  s ta y  o u ts id e ,  the  co m p an y  
cou ld  th e n  s e e  i t s e l f  fa c in g  m a y b e  a  10%, 20% o r  30% t a r i f f  
b a r r i e r ,  so  b e in g  in s id e  th e  E E C  i s  v e r y  h o p e fu l  a l th o u g h  the  
a d v a n ta g e  to  th e m  of s tay in g  in s id e  the  r e d u c t io n  of t a r i f f s  has  
b e e n  v e r y  l i t t l e  a t  th e  m o m e n t .  A lth o u g h  t h e r e  i s  a  c o m m o n  
p o l ic y  w i th in  th e  m a r k e t  w h ic h  i s  to  r e d u c e  a l l  t a r i f f  b a r r i e r s  
b e tw e e n  the  m e m b e r s ,  i t  i s  a t  th e  s a m e  t im e  a r e v e r s e  p o licy  
to w a rd s  o u t s i d e r s .  One of the  b ig g e s t  p o l i t i c a l  o b je c t io n s  th e  
a n t i - m a r k e t e e r  s h a d  to  the  C o m m o n  M a r k e t  id e a  w a s  th a t  i t  w a s  
an  in w a rd - lo o k in g  th in g ;  a s  in  th e  c a s e  of C o m m o n w e a lth  b u t t e r ,  
i f  c o u n t r i e s  a r e  n o t  in s id e ,  th e y  a r e  o u ts id e  fac in g  q u o ta s  i n s t e a d  
of t a r i f f s .  T h a t  i s  a n  i n d i r e c t  b e n e f i t  i n  th e  s e n s e  th a t  n o t  b e in g  
v i c t i m i s e d  o r  d i s c r i m i n a t e d  a g a in s t  by  h i ^ e r  t a r i f f  b a r r i e r s  i s  i n  
f a c t  a n  a d v a n ta g e  in  the long  t e r m ,  a l th o u g h  in  the s h o r t  t e r m  o r  
m e d iu m  t e r m  i t  i s  n o t  a n  a d v a n ta g e  a s  i t  does  n o t  b r in g  any 
g r e a t  b e n e f i t s ,  **
E c o n o m ie s  of S ca le
T h ey  a r e  p ro d u c in g  s h o r t  r u n s  a l l  the  t i m e .  T h e y  have  so  m a n y  
c o lo u r s ,  p r o d u c ts  a n d  sh a d e s  th a t  th e y  c an n o t w o r k  on  a  flow  
p ro d u c t io n  s y s t e m  w h e r e  the  m a c h in e s  a r e  p ro d u c in g  g r e a t  
q u a n t i t i e s  o f  one p r o d u c t .  T h e y  u s e  b a tc h  p r o d u c t io n  m e th o d s  
and  m a y  h av e  to  change  a p ro d u c t io n  l in e  t h r e e  t i m e s  in  a  day  
fo r  d i f f e r e n t  c o l o u r s ,  w h ic h  m e a n s  a  lo t  of t im e  s p e n t  in  c le a n in g  
a  p ro d u c t io n  l in e  down an d  ch ang ing  o v e r ,  (E x a m p le :  w hen  
m ix in g  c o lo u r s  in  a  v a t ,  if  th e y  w a n t  to  ch an g e  f r o m  r e d  to  w h ite  
th e  c le a n in g  p r o c e s s  h a s  to  be  v e r y  m e t ic u lo u s  so th a t  n o  t r a c e
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of the r e d  i s  le f t  w h ic h  w i l l  t u r n  the  w h i te  in to  p in k .  I t  i s  a  very- 
u n e c o n o m ic  b u s i n e s s .  T h e  a c t u a l  r a w  m a t e r i a l  i s  v e r y  in e x p e n s iv e ,  
b u t  i t  i s  the c o s t  of m a n u f a c tu r e ,  th e  la b o u r  c o s t s ,  w h ic h  m o u n t  u p . 
W e r e  th ey  a b le  to do long  r u n s  o f  one p r o d u c t  th ey  w ould  m a k e  a 
c o n s i d e r a b l e  s a v in g ,  b u t  the  l o n g e s t  r u n  th e y  w o u ld  d o  w o u ld  b e  fo r  
n a i l  p o l i s h  r e m o v e r  fo r  t h r e e  o r  fo u r  d a y s .  R e g a r d in g  the  e c o n o m ie s  
of b u lk  bu y in g , the  c o m p a n y  e x p e r i e n c e  th a t  s o r t  of e c o n o m y  of s c a l e  
b e c a u s e  th ey  u s e  a  n u m b e r  of s t a n d a r d  r a w  m a t e r i a l s  w h ich  a r e  
c o m m o n  to a  lo t  of p r o d u c t s ,  s o m e t i m e s  i t  i s  only  th e  c o l  o u r  t h a t  
c h a n g e s ,  an d  th e  s a m e  th ing  w ith  c o m p o n e n t s ; . a  lo t  of p a c k a g in g  is  
s t a n d a r d .  So  th e y  cou ld  l a u n c h  a s e r i e s  o f  t e n  n ew  c o lo u r s  a c r o s s  
t h r e e  p r o d u c t s  a n d  b e  u s in g  the  s a m e  c o m p o n e n t s ,  a p a r t  f r o m  
p e r h a p s  a  d i f f e r e n t  l a b e l ,  and th e  on ly  ch an g e  to  the  r a w  m a t e r i a l  
w ou ld  b e  a  c o lo u r  i n g r e d ie n t ,  a n d  th e  b u lk  of t h e i r  r a w  m a t e r i a l  
w ou ld  be  b o u g h t on  th e i r  n o r m a l  p u r c h a s in g  p r o c e d u r e  w h en  th e y  
buy in  b u lk .  T h e  e c o n o m i e s  o f  s c a le  in  th e  c o s m e t i c  s id e  of th e  
c o m p a n y 's  b u s i n e s s  a r e  n o t  e a s i l y  o b ta in e d ,  fo r  th e  r e a s o n s  th e y  
h av e  e x p la in e d  b e f o r e .
On the  t o i l e t r y  s id e  i t  i s  e a s i e r  to  o b ta in ,  b e c a u s e  in  the  f o r m e r  
the  ch an g e  in  c o lo u r s  an d  s h a d e s  a l l  th e  t im e  d o e s  n o t  a l lo w  fo r  
e c o n o m ie s  of s c a l e ,  r e g a r d i n g  th e  l a t t e r  i t  i s  u s u a l ly  p r o d u c e d  in  
b u lk  a n d  d o e s  n o t  c h a n g e  f r e q u e n t ly  (e .  g. N iv e a  c r e m e ) .  E c o n o m ie s  
of s c a le  r e l a t e d  to th e  u s e  of s p e c i a l i s e d  and s o p h i s t i c a t e d  e q u ip ­
m e n t  do n o t ap p ly  in  the  c o m p a n y 's  c a s e  b e c a u s e  i t  i s  a  l a b o u r -  
in te n s iv e  p ro d u c t io n  p r o c e s s ,  u s in g  in  the  m a in  s h o r t  r u n  p ro d u c t io n  
l in e s  the l i p s t i c k s  a n d  m o s t  o f  the  c o m p a n y 's  p r o d u c t s  a r e  p ro d u c e d  
and  a s s e m b l e d  m a n u a l ly .  T h e  c o m p a n y  o b ta in e d  a s o r t  o f e c o n o m y  
of s c a le  w h ich  cou ld  b e  a p p l ie d  only  in  i t s  c a s e  (and  s i m i l a r  p ro d u c t io n  
l in e s )  w h e n  i t  c h a n g e d  th e  l i p s t i c k  c o n t a i n e r s  f r o m  m e t a l  to  p l a s t i c  
m a t e r i a l  b e c a u s e  the  f i r s t  w a s  m o r e  e x p e n s iv e ,  (T h e  c o m p a n y  w a s  
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BACKGROUND
T h e  P a s o l d s  b u s in e s s ,  w hich  h a s  b e c o m e  E u r o p e ' s  l a r g e s t
c h i l d r e n 's  w e a r  m a n u f a c tu r e r s ,  w a s  fo u n d ed  in 1680 in
C z e c h o s lo v a k ia .  I t  ex p an d ed  o v e r  th e  y e a r s  and by 1927 w a s
e x p o r t in g  80% of i t s  p ro d u c t io n  to  B r i t a i n .  In 1932, a  s i te  w a s
p u r c h a s e d  a t  L a n g le y ,  E n g la n d ,  and  the  f i r s t  s e c t io n  of the f a c to r y ,
w h ich  s t a n d s  o n  th a t  s i t e  to d a y  w a s  b u i l t .  P a s o l d s ,  who a re  now
p a r t  of the  w o r ld - w id e  " C o a ts  P a  to n s  G ro u p ,  " em p lo y  4000 p e o p le ,
and  h a v e  13 f a c t o r i e s  in  B r i t a i n  w i th  f u r t h e r  f a c to r i e s  in  C a n a d a ,
»
and  P o r t u g a l .  They a r e  i n t e r n a t i o n a l l y  f a m o u s  fo r  th e i r  L a d y b i rd  
c h i l d r e n 's  wear,* and M is s  L ad y  B i r d  l a d ie s  s w im w e a r .  P a s o ld s  
a l s o  m a n u fa c tu r e  the  w e l l-k n o w n  " C h i lp r u f e "  an d  " B a b y c h ic "  
r a n g e s  o f  c h i l d r e n 's  c lo th e s .  " C h i lp ru fe "  a l s o  m a k e  m e n 's  and  
l a d ie s  u n d e r w e a r .  C h i lp r u f e 's  m e n s  and  l a d ie s  u n d e r w e a r  and  
l a d ie s  s w im w e a r  is a t  the  top e n d  o f  the  m a r k e t .  P r in c ip a l ly  100% 
w ool.
T h ey  b e l ie v e  th a t  th ey  a r e  the  l a r g e s t  c h i ld r e n s w e a r  m a n u f a c tu r e r s  
in E u r o p e ,  as they  a r e  c e r ta in ly  the  l a r g e s t  in  B r i ta in .
T hey  have  a lw ay s  b e e n  keen  on e x p o r t s .  T h e y  have  e x p o r te d  e v e r  
s in c e  th ey  b e g a n .  T h e  t im e  th ey  w e r e  founded  "w eav in g  w as done 
in the f r o n t  r o o m  of a h o u s e " ,  an d  g r a d u a l ly ,  a f t e r  g e n e r a t io n s ,  
i t  d e v e lo p e d .  B y the  l a t e  tw e n t ie s ,  th ey  w e r e  e m p lo y in g  a p p r o x i ­
m a te ly  1000 p e o p le  in  C z e c h o s lo v a k ia ,  80% of t h e i r  b u s in e s s  w a s  
b e in g  done o v e r s e a s ,  p r in c ip a l ly  in  B r i t a i n .
P a s o l d s ,  th e  e ld e s t  b r o t h e r  o f  the  f i r m  c a m e  to  B r i t a i n  in the  l a te  
tw e n t ie s ,  to  open a s e l l in g  o ff ice to  h e lp  w ith  the  im p o r t  of 
m e r c h a n d i s e .  B r i t a i n  c a m e  off the  gold  s t a n d a r d  in  1929. T h e r e  
w e r e  i m p o r t  c o n t r o l s ,  and  i t  looked a s  if  P a s o ld s  w e re  go ing  to  
lo s e  t h e i r  m a r k e t s ,  so th ey  d e c id e d  to  m a n u f a c tu r e  h e r e .  
A c c o rd in g ly  they  s t a r t e d  b u ild in g  a f a c to r y  in  1932 in B r i t a i n .  
P a s o ld s  l o s t  t h e i r  C z e c h s lo v a k ia n  f a c to r y  in 1947 to the  c o m m u n is t s  
and  now have no i n t e r e s t s  in C z e c h o s lo v a k ia .  The B r i t i s h  f a c to r y  
is  the H ead  O ffice , the  m a in  f a c to r y .  T h e r e  a r e  f a c t o r i e s  in
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P o r t u g a l ,  C a n a d a ,  B e l f a s t ,  G la sg o w , K ir k b r id g e ,  S t r a n r a e r ,  
L e i c e s t e r ,  P ly m o u th  and  C re d i to n ,
C h ie f ly ,  th e y  t r a d e  a s  a g ro u p ,  e x c e p t  'C h i lp r u f e ' ,  b o u g h t in  1962 
in  L e i c e s t e r ,  'B a b y c h ic '  w h ich  w a s  p a r t  of ' J o h n  He s c o t  s ' ,  a 
f a b r i c  p r o d u c e r ,  'C h i lp ru fe  L td ,  ' i s  now  in C r e d i t o n ,  P a s o l d s  a r e  
p a r t  o f  'C o a t  P a t e n t ' ,  the  w o r l d ' s  l a r g e s t  t h r e a d  m a n u fa c tu ie r s , and  
p r o d u c e r s  of w o o ls ;  ' J a e g e r '  of B r i t a i n  be  Ion gs to th e  s a m e  g ro u p .  
P a s o ld s  c o n t ro ls  'B y f o r d s ' ,  'D a lb e ic h ' ,  ' W e s tb r y d o n ' , 'W o o llen  
W o r s t e a d ' ,  and  a g r e a t  n u m b e r  of c lo th in g  f i r m s .  P a s o ld s  a r e  a 
v e r t i c a l  o rg a n is a t io n ,  f o r m e d  f r o m  the  m e r g e r  of v a r io u s  c o m p a n ie s .  
T h ey  buy, k n i t ,  d ye , cu t,  sew, an d  s e l l  the  f a b r i c s  th e y  u s e .
O p e ra t io n s  in E u r o p e : -
T h ey  have  h ad  a s e l l in g  co m p an y  w ith  a  s m a l l  w a r e h o u s e  in  
G e r m a n y  s in  c e  1959 -1 9 6 0 , th ey  a n t ic ip a te d  th a t  B r i t a i n  w ou ld  
e v e n tu a l ly  e n te r  in to  the  E E C .  T h a t  i s  t h e i r  only  w a r e h o u s e  on 
the  c o n t in e n t .  A gen ts  a r e  e m p lo y e d  in  d i f f e r e n t  p a r t s  of G e r m a n y ,  
a l s o  i n  H o llan d , and  L u x e m b o u rg .  T he  w a r e h o u s e  is  a  s e l l in g  
d i s t r ib u t io n  h e a d q u a r t e r s  fo r  G e rm a n y ,  H o llan d  an d  L u x e m b o u r g .
In F r a n c e ,  . Jthey s e l l  d i r e c t l y .  W e qu o te ,  " F r a n c e  is  a v e r y  d i f f ic u l t  
c o u n t ry  to  s e l l  in , b e in g  v e r y  c h a u v in i s t i c " .  P a s o l d s  s e l l  t h e r e  
w h a t  i s  c a l le d  " r e d u d e n t  m e r c h a n d i s e , "  p a s t  y e a r ' s  s to c k ,  th a t  is  
c l e a r e d  a t  s p e c ia l  p r i c e s .  T hey  a l s o  h av e  F r e n c h  b u y e r s  who buy 
d i r e c t l y  f r o m  the  UK p la n t ,  " I t  i s  a  m e th o d  of m a r k e t in g  an d  
d is t ru b u t io n ,  th ey  w ould  n o t  u s e  i t  any  w h e re  e l s e  in  the C o n t in e n t" .  
T h ey  have  s e l l in g  o f f ic e s  in  B e lg iu m ,  in , B e lg iu m  th e r e  i s  a  d i r e c t  
s e l l in g  o p e ra t io n ,  w ith  a r e p r e s e n t a t i v e  a g e n t ,  in D e n m a r k ,  th a t  i s  
confin  ed  only to a  p a r t i c u l a r  b ran d .
T h e  I t a l i a n  m a r k e t  i s  d if f ic u l t  to p e n e t r a t e  a s  t h e r e  a r e  d i f f e r e n t  
t a s t e s .  T h e r e  is an  a g e n t  in  I ta ly ,  h e lp e d  by  v i s i t s  f r o m  L ondon . 
Som e of the c o m p a n y 's  h igh  q u a l i ty  p r o d u c ts  do f ind  a m a r k e t  in 
I ta ly ;  i . e .  t h e i r  t r a d i t i o n a l  s ty le  r a n g e  of C o a t s .
In E u r o p e ,  th e y  a ls o  h av e  m a r k e t s  in  Spain . H o w e v e r ,  the  co m p an y  
b e l i e v e s .  W e quote : " th e r e  is  no th in g  c o m m o n  ab o u t the  'C o m m o n
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M a r k e t ’, W o r s t  th ing  any  m a n u f a c tu r e r  th in k in g  to  s e l l  in  the  E E C  
i s  to r e g a r d  i t  a s  an  e x te n s io n  of th e i r  h o m e  m a r k e t .  T h e  t a s t e  in 
c lo th in g  is d i f f e r e n t .  T h is  can  even  be  p r o v in c ia l ,  the  t a s t e  of a  
G e r m a n  in H a m b o u rg ,  i s  d i f f e r e n t  f r o m  the  t a s t e  of a  G e r m a n  in  
M u n ich .  T h e  U K ’s t a s t e ,  h o w e v e r ,  te n d s  to  be g e n e r a l" .
ADVANTAGES IN JOINING TH E E E C .  IN THE CASE OF T H E  
C O M P A N Y : -
P a s o ld s  b e l ie v e s  tha t ,  a d v a n ta g e s  c o m e  f r o m  the  f a c t  th a t  i t  i s  a 
l a r g e r  m a r k e t .  G e rm a n y ,  w ith  a  p o p u la t io n  about 10% b ig g e r  th an  
the UK sp en d  c o n s id e r a b ly  m o r e  on c h i l d r e n ’s w e a r .  T h e r e f o r e ,  
t h e r e  i s  not only  a  l a r g e r  m a r k e t ,  b u t  a  m a r k e t  w h e r e ,  p e r  a 
h e a d  of p o p u la t io n ,  th ey  do spend  m o r e  m o n ey  on c h i l d r e n ’s w e a r .  
S ec o n d ly ,  a d v a n ta g e s  a r e  o b ta in e d  b e c a u s e  E u r o p e a n s  w i l l  not 
a d ap t  to the B r i t i s h  t a s t e  w h e r e  as the B r i t i s h  w i l l  a d a p t  to  the  
c o n t in e n ta l  ta s t e .  T h a t  would r e s u l t  in  the  c o m p a n y  w ould  b e  a b le  
to p ro d u c e  w h a t  i s  su i ta b le  f o r  b o th  m a r k e t s .
E f f e c t s  of E l im in a t io n  of t a r i f f s
It a f fe c te d  the  c o m p e t i t iv e  p o s i t io n  of the  co m p an y  fa v o u ra b ly ,  
a l th o u g h  they  c o u ld  n o t  quan tify  the  e f f e c t .
S a le s  i n c r e a s e  in  1973-1974
T h e  c o m p an y  h a d  a n t ic ip a te d  in the  p r e l i m i n a r y  s u rv e y  th a t  th e  
i n c r e a s e  d u e  to  the  t a r i f f  r e d u c t io n  w ou ld  b e  25%, th e i r  e x p ec ta t io n  
m a t e r i a l i s e d b u t  n o t  only  a s  a  r e s u l t  to t a r i f f  r e d u c t io n ,  b u t  a l s o  
b e c a u s e  of the  new  d e s ig n s  th ey  in t ro d u c e d .
M a r k e t in g  and  S a le s  O r g a n is a t io n s
P r i o r  to 1971, the  co m p an y  w a s  c o n c e n t r a t in g  in  the  t r a d i t io n a l  
B r i t i s h  m a r k e t s  e . g .  A u s t r a l i a ,  H ong K ong and M a la y s ia .  In 1971, 
they  d iv id e d  th e  w o r ld  in to  2 p a r t s ;  one w a s  E u r o p e  w ith  a 
E u r o p e a n  e x p o r t  s a l e s  d i r e c t o r ,  the  E u r o p e a n  m a n a g e r s  r e p o r t  
d i r e c t ly  to h im .  (In S o u th e rn  I r e la n d  th ey  le f t  the  old e x p o r t  m a n a g e r  
to con tinue  h is  t a s k  a s  b e f o r e ) .  T he  E u r o p e a n  e x p o r t  d i r e c t o r  w a s
4 .
c h o s e n  o n  the  b a s i s  of m a s t e r i n g  d i f f e r e n t  la n g u a g e s ,  he  h a s  an  
a s s i s t a n t  who w i l l  t r a v e l .  The p r i n c i p a l  m a r k e t  f o r  the  E u r o p e a n  
m a n a g e r  a r e  the  S can d in av ian  c o u n t r i e s ,  " th e  b e s t  b e in g  N o rw ay " .
T h e  co m p an y  a l s o  do a fa i r  a m o u n t  of t r a d in g  w ith  E a s t  B e r l in .
P r i c i n g  P o l i c y
T h e  c o m p an y  h a s  a  b a s i c  p r i c e  l i s t ,  b u t  i f  th ey  a r e  t ry in g  to  g e t  
in to  m a r k e t ,  they  a r e  r e a d y  to  b e  f le x ib le  w ith  th e i r  p r i c e s .
T h e y  do th is  by c a lc u la t in g  th e  w h o le s a le  p r i c e s  and  t r y  to e s ta b l i s h  
a b a s i c  p r i c e  s t r u c t u r e .  If th ey  r e a l i s e  th a t  a p r o d u c t  th e y  w ish  to  
s e l l  w i l l  be  o v e r - p r i c e d  th en  th e y  cu t  m a r g i n s .  If they , then , find 
th i s  p r o d u c t  h a s  a l r e a d y  b e e n  g r e a t l y  r e d u c e d ,  th ey  w ould  ta k e  i t  o u t 
of the corrç>any’s r a n g e .  B u t so  f a r  a s  E u r o p e  i s  c o n c e r n e d ,  th e  
E u r o p e a n  e x p o r t  m a n a g e r  goes o v e r s e a s  to s e e  c e r t a in  c u s t o m e r s ,  
w ith  a  guide l in e  of w h a t  d i s c o u n t s  he  c an  give to  en ab le  th e m  to 
s e l l  w ith  a m in im u m  c e i l in g .  T h ey  ad ap t  a  f le x ib le  a p p r o a c h  to  the 
p r i c in g  b e c a u s e  they  h av e  to f in d  th e  r i g h t  p r i c e  fo r  the q u a l i ty .
It  i s  a l l  p a r t  of th e  " m a r k e t  m ix " .  If an  a g e n t  i s  e m p lo y e d ,  th e  
co m p an y  ten d  to  b e  u n f le x ib le  in  s e t t in g  p r i c e s .  T h e y  d e p en d  on 
d is c o u n ts  g iven , a s  a m e a n s  of p r i c e  d i f f é r e n c ia t io n  in  d i f f e r e n t  
m a r k e t s .
O b s t a c l e s  to  t r a d e  
W e quo te :
"S o m e  of th e  o b s ta c le s  a r e  of the  c o m p a n y 's  own m a k in g ,  th ey  
n e e d  a ch ange  in the  a t t i tu d e  o f the  p eop le  who w o rk  fo r  the co m p an y .  " 
A lth o u g h  the  co m p an y  p la n s  i t s  p ro d u c t io n  and  d e l iv e r y  a h e a d ,  i t  
s t i l l  c a n n o t  cope w ith  the  r e q u i r e m e n t s  of F r a n c e  and G e r m a n y  
th a t  d e m a n d  e a r l i e r  d a te s  for th e i r  r a n g e s  to  b e  r e a d y .  T h e r e f o r e ,  
they  h av e  a p r o b le m  of f in a l is in g  th e i r  r a n g e  in  t im e ,  a  d i f f e r e n t  
r a n g e  e v e r y  s i x  m o n th s ,  g e t t in g  s a m p le s  p ro d u c e d ,  h av in g  c o s t in g  
and p r i c e s  d e c id e d  e a r l i e r  a r e  a n  i m p o r t a n t  o b s t a c l e  fo r  the  c o m p an y  
to  o v e rc o m e .
T o g e th e r  w ith  the l a r g e  p ro d u c t io n  cyc le  and long p lann ing  cy c le ,
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im p le m e n ta t io n  i s  a  d if f icu l t  p r o c e s s .
So o b s t a c l e s  f i r s t l y  a p p e a r  in  s a m p l in g  an d  t i m e  ta b le .  S eco n d ly  
s ty le  and th e  p r i c e  a s  P a s o l d s  s t a t e d  "W ith  f l e x ib i l i ty  th e  c o m p a n y  
is  show ing now o v e r  p r i c e s ,  th e y  b e l i e v e  th e y  c an  o v e r c o m e  
any p r o b l e m s " .  "O ne  o b s ta c le  i s  p r o b a b ly  a r e p u ta t io n ,  of B r i t a i n ' s  
p o o r  d e l i v e r y  a n d  b a d  s e r v i c e  w i th in  th e  c lo th e s  i n d u s t r y " .
N a t io n a l  F e e l in g s  a s  an  o b s t a c l e :-
" F r a n c e  is  v e r y  n a t i o n a l i s t i c .  B u t,  p r o b a b ly  o t h e r s  a r e  v e r y  p r o -  
B r i t i s h ,  s u c h  a s  D e n m a r k .  A s  long  a s  the  p r i c e  and  p r o d u c t  w e r e  
r ig h t ,  th e y  w ould  buy  f r o m  B r i t a i n  i n s t e a d  of a n o th e r  c o u n t r y . "  
L E G IS L A T IO N S  AS AN O B ST A C L E  : -
O ne p i e c e  o f  l e g i s l a t i o n ,  h a s  h e lp e d ,  w h ic h  is n o t  y e t  in f o r c e  in  
a l l  the  E E C  c o u n t r i e  s, i s  t e x t i l e  la b e l l in g ,  w h e r e  the  c o m p o s i t io n  
of the g a r  m e t  i s  to  b e  la b e l l e d  on the  g a r m e n t .  In B r i t a in ,  for y e a r s ,  
t h e r e  h a s  b e e n  a c o m p o s i t io n  la b e l l in g .  T h e  c o m p a n y  h a s  chan g ed  
th e i r  l a b e l s  a n d  p u t  the  c o m p o s i t io n  in f iv e  l a n g u a g e s ,  B r i t i s h ,  
F r e n c h ,  I ta l ia n ,  G e r m a n  and  D a n ish .  S t i l l ,  l e g i s l a t i o n ,  in  the  
c o m p a n y 's  e x p e r i e n c e  co u ld  b e  a h in d e r e n c e  to t r a d e ,  "b u t  
f o r tu n a te ly  it w a s  e x p e r i e n c e d  in B r i t a i n  a n d  n o t  in th e  E E C  
c o u n t r i e s " .  E x a m p le ,  the  l e g i s l a t i o n ,  in  B r i t a i n  r e g a r d i n g  
c h i ld r e n s  n i g h t d r e s s  m a t e r i a l  th a t  m u s t  b e  in f l a m a b le .
MAIN C O M P E T IT O R S  IN  E U R O P E : -
T h e i r  m a in  c o m p e t i t o r s  in  E u r o p e  and  the  U K  i s  " A b s o r b a " , w h ic h  
is  a v e r y  l a r g e  F r e n c h  c o m p an y  w h o se  m e r c h a n d i s e  te n d s  to  b e  
e x p e n s iv e  in  B r i t a i n .  "Y oung  D a n e " ,  a D a n is h  k n i tw e a r  c o m p an y , 
and  " F IN  W E A R ", w h ic h  i s  a  F IN ISH  c o m p a n y  a r e  the  m a in  c o m ­
p e t i t o r s  o u ts id e  the  C o m m o n  M a r k e t .
P E N E T R A T IO N  T H E  COM PAN Y  E X P E R IE N C E D  IN T H E  HOM E 
M A R K E T  F R O M  F IR M S IN T H E  R E S T  O F  T H E E E C .
T h e  F r e n c h ,  c o m p e t i t o r s  d id  m a n ag e  to  p e n e t r a t e ,  to  a  c e r t a i n  
e x te n t .  W h en  the  F r e n c h  F r . w a s  s t r o n g  an d  the  B r i t i s h  £ w a s  w e a k ,  
th a t  w a s  a  d i s a d v a n ta g e  to the  c o m p e t i t o r s .  It sh o u ld  be  e a s i e r  fo r  
P a s o l d s  to s e l l  to the  c o n t in e n t  th a n  f o r  the  C o n t in e n ta l
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c o m p e t i t io n  to co m e  to  B r i t a i n  b e c a u s e  of th e  p r i c e  d i f f é r e n c ia t io n s  
due to  th e  r e l a t i v e  ex ch an g e  r a t e s ,  b u t  th e  m a in  o b s ta c le  i s  m e e t in g  
the  E u r o p e a n 's  t im e  t a b l e s .
T H E C O M P A N Y 'S  P E R F O R M A N C E  A F T E R  B RITA IN 'S  A C C E SS 
TO T H E  E E C :-
T h e y  ga ined  m a r k e t  into  E u r o p e ,  w h ic h  th e y  p r o  b a b ly  w o u ld  n o t  
h a v e  d o n e  w ith o u t  e n t r y .  O v e r  the  l a s t  2 y e a r s  th e y  a r e  in t ro d u c in g  
a s p e c ia l  s ty le  to E u r o p e ,  w h ich  th ey  w o u ld  no t have  done o t h e r ­
w i s e .  H o w e v e r ,  the  com pany  d o es  n o t  n e c e s s a r i l y  b e l ie v e  th a t  
the p r o g r e s s  th ey  m a d e  in E u r o p e  o v e r  1974, 1975 h a s  h a d  to  do 
w ith  e n t r y .  N e v e r t h e l e s s  e l im in a t io n  of t a r i f f s  does  h av e  an a f fe c t  
on p r i c e s ,  b u t  i t  i s  n o t  the only f a c to r  th ey  can  a t t r i b u t e  i n c r e a s e d  
s a le s  to .  T h e y  h av e  d e c id e d  to  ta k e  E u r o p e  m o r e  s e r i o u s l y ,  to 
b e c o m e  m u c h  m o r e  E u r o p e a n  m in d e d .  F u r t h e r m o r e ,  the  d e v a lu a t io n  
of the £ m ade  p r i c e s  m o r e  c h e a p e r ,  h e n c e  E u r o p e a n s  a r e  look ing  
fo r  B r i t a i n  as  a s u p p l ie r  b e c a u s e  w e  quote : " I f  the g a r m e n t s  a r e  
r ig h t ,  and  p a r t i c u l a r l y  if p r i c e s  a r e  good, they  w i l l  co m e  
w h e th e r  the co m p an y  i s  in s id e  o r  o u ts id e  the  c o m m o n  m a r k e t . "
G r a d u a l  t a r i f f  e l im in a t io n s  and  i ts  e f fe c t  on s a le s  
It c a m e  down to  3% in  m o s t  c a s e s ,  th a t  i s  f r o m  18% o r  20%. T he  
c o m p an y  b e l i e v e s  th a t  i t  i s  ju s t  one f a c to r ,  and  n o t  the  m a jo r  one.
I t  w o u ld  have b e e n  a m o r e  im p o r t a n t  f a c to r  i f  t  he pound h ad  n o t  
b e en  d e v a lu e d ,  a s  th a t  w ou ld  be the only  w ay  to  g e t  an  a d v a n ta g e .
T h e  p o u n d  b e in g  w e a k e r  o v e r - s h a d o w e d  th e  f a c t  th a t  the  d u t ie s  have  
com e down.
THE N E E D  TO A D A PT  STANDARDS, STY LE OR S P E C IA L  
S P E C IF IC A T IO N S  TH A T TH E M A R K E T  R E Q U IR E S
T h a t  d o e s n ' t  app ly  to th e  co m p an y .  T h e r e  h av e  b e e n  no  r u l e s  p u t
down by the E E C  c o m m is s io n  w h ich  w ou ld  ob lige  P a s o l d s  to p u t
s t a n d a r d s  o r  s p e c i f ic a t io n s ,  they  on ly  c h a n g e  s ty le s  a c c o r d in g  to
c o n s u m e r ' s  p r e f e r e n c e s .
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TH E N E E D  TO BU ILD  U P  M A R K ET IN G  AND SERV ICES 
F A C IL IT IE S  DUE TO EN TRY
O ne th ing  the  co m p an y  h a s  done is a d v e r t i s i n g  in  E u r o p e  b u t  no t 
to the c o n s u m e r .  A t K oln  f a i r ,  they  h av e  b e e n  exh ib iting  th e r e  fo r  
27 t i m e s ,  a s  the  G e r m a n  s u b s id ia r y  w a s  f o r m e d  w ith  the id ea  of 
B r i t a i n ' s  e n t r y  in to  the  E E C . T hey  a r e  m o r e  l ik e ly  to book  o th e r
E u r o p e a n  f a i r s  th an  p r io r  to t ie  e n t r y  in to  th e  E E C , a s  " T h e
o p p o r tu n i t ie s  fo r  the fu tu r e  a r e  in e v i ta b ly  v e r y  m uch  c lo s e ly  
t i e d  w ith  E u r o p e .  "
PR E P A R A T IO N S  THE COMPANY U N D ER TO O K  IN 
A N T IC IP A T IO N  O F  B R IT A IN 'S  EN T R Y  IN TO  TH E E E C
T h e y  u n d e r to o k  m a r k e t  r e s e a r c h ,  i n c r e a s e d  v i s i t s . O n e
i m p o r t a n t  th in g  they  i m p l i m e n te d w h i l s t  ch o o s in g  a r a n g e ,  w a s  a
s e le c t io n  p a n e l ,  w h ich  in c lu d e d  d e s i g n e r s ,  s e l l in g  p e o p le ,  and
so m e  r e t a i l e r s .  U n ti l  t h r e e  y e a r s  ago  th a t  p a n e l  c o n s i s t e d  e n t i r e ly
of UK p e o p le .  Now, they  have  a r e p r e s e n t a t i v e  f r o m  G e rm a n y  on
th i s  " r a n g e  c h o o s in g  p a n e l " ,
JO IN T  V E N T U R E S  W IT H  E U R O P E A N  COM PANIES:
T h ey  have none in th e  E E C  c o u n t r i e s ,  a l th o u g h  they  have  two, one 
in J a p a n  and the  o th e r  in  Sou th  A f r i c a ,  T h e  c o m p an y  doubt v e r y  
m u ch  w h e th e r ,  o v e r  the n e x t  few y e a r s ,  th ey  a r e  l ik e ly  to in v e s t  
in m a n u fa c tu r in g ,  o r  in b u y in g  a n  e x is t in g  co m p an y , in E u r o p e .
If th ey  w e r e ,  th ey  w ould  be m o re  l ik e ly  to  buy  a F r e n c h  co m p an y  
th an  a G e r m a n .
THE IN JE C T IO N  OF NEW C A P IT A L : -
B e c a u s e  of the s t r a in  on c a p a c i ty ,  the  c o m p a n y  fo u n d  i t s e l f  
o b lig ed  to  i n je c t  new  c a p i ta l  to  m e e t  the  i n c r e a s e d  d e m an d ,  b u t  
th a t  w a s  no t  due to  e n t r y .  They in je c te d  the  n eed ed  c a p i t a l  for a 
p la n n ed  e x p a n s io n  of the c o m p a n y  a s  a w h o le .
T hey  d o n 't  need  to  in je c t  a new  c a p i ta l  i n t o  the  b u s i n e s s  to 
m e e t  an e x p ec ted  i n c r e a s e  of d e m an d  f r o m  the  E E C . T h ey  can 
m e e t  th is  d e m a n d  f r o m  the lo s t  m a r k e t s  in  the  t r a d i t io n a l  c o m m o n
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w e a l th  c o u n t r i e s ,  A f r i c a  fo r  in s ta n c e .  T h e  co m p an y  h a s  s p a r e  
c a p a c i ty  fo r  any  new  d e m an d ,  and  " t h a t  i s  n o t  only the  c a s e  w ith  
th e m , b u t  w ith  the  w h o le  te x t i le  in d u s t r y " .
B E N E F IT S  THE COMPANY O B TA IN ED  OUT O F THE S P E C IA L  
A G R E E M E N T S  W ITH TH E E E C  A SSOCIA TE C O U N T R IE S :-
W ith  c o u n t r i e s  l ik e  G r e e c e ,  i t  d id n ' t  h e lp ,  b e c a u s e  o f  s h o r t a g e  in 
d e m a n d  t h e r e .  In c o u n t r ie s  like  W es t  A f r i c a ,  the  e x - F r e n c h  
A f r i c a n  c o u n t r i e s ,  the  F r e n c h  a r e  v e r y  w e l l  e s t a b l i s h e d  t h e r e  
a l r e a d y .
In d e a l in g  w ith  th e s e  a s s o c i a t e  c o u n t r ie s ,  the  m o s t  e f fe c t iv e  
e l e m e n t s  th a t  h e lp e d  the  c o m p a n y  w e r e  the  c o ta s '  a g r e e m e n t  and  
the  t a r i f f s  a g r e e d  upon,
TRA D E MARK R IG H T S  AND T H E  C O M M U N IT Y :- 
T h e  flow  of goods f r o m  one c o u n try  in  the  E E C  to a n o th e r  i s  
a l lo w ed  i r r e s p e c t i v e  of the p r o te c t io n  of the  " T r a d e m a r k "  r i g h t s .  
T h e  t r a d e  m a r k s  a re  u n d e r  a t t a c k s  f r o m  s e v e r a l  d i r e c t i c a i s . T he  
r ig h t  of the  ow ner of a t r a d e  m a r k  to p r o t e c t  h im s e l f  a g a in s t  
in f r in g e m e n t  o f  h is  t r a d e  m a r k  h a s  b e e n  in c r e a s in g ly  c i r c u m ­
s c r ib e d .  *'No w h e r e  is  th is  p r o c e s s  m o r e  o b v io u s  th an  in  the  E E C ,  
w h e re  th e  E u r o p e a n  C o u r t  of J u s t i c e  i n s i s t s  th a t  T r a d e  M a r k  r i g h t s  
s h a l l  g ive w ay to .'•the p r in c ip a l  of the  f r e e  flow  of goods w ith in  
the c o m m u n i ty .  T h is  goes  b a c k  to  a c a s e  w h ich  w as  d e c id e d  in 
B e lg iu m  of "C afe  H a g " .  " B e fo r e  the  w a r  G e r m a n  "C a fe  Hag" 
e s t a b l i s h e d  a s u b s id ia r y  in B e lg iu m ,  and  th a t  s u b s id i a r y  u s e d  th a t  
t r a d e  m a r k  "C afe  H a g " .  A f te r  the  w a r ,  the  G e r m a n s  l o s t  th a t  
s u b s id ia r y  in  B e lg iu m , and the  G e r m a n  co m p an y  t r i e d  to p r e v e n t  
"C afe  H ag"  s e l l in g  th e i r  p r o d u c t s  in  G e r m a n y ,  B u t  th ey  lo s t  
th e i r  c a s e .  T h e r e  i s  c o n fu s io n  a s  to  how m uch th is  c a s e  b e n e f i t s  
an y o n e ,  c e r ta in ly  n o t  P a s o l d s ,  who have  th e i r  t r a d e  m a r k  
r e g i s t e r e d  in a l l  the  E E C  c o u n t r i e s .  One c o u n try  w h e re  they  do
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n o t h av e  i t  r e g i s t e r e d  is  S pa in . T h e r e  cou ld  be s i tu a t io n s  
w h e re b y ,  if  Spa in  b e c a m e  a m e m b e r  o f  the  E E C ,  the  C o u r t s  
cou ld  a rg u e  th a t  you m u s t  not s top  the  f r e e  flow  of goods f r o m  
Spain  to  G e rm a n y ,  o r  B r i t a i n ,  o r  F r a n c e ,  b e c a u s e  the  t r a d e  
m a r k  migjht be tie s a m e  a s  P a s o l d s " .
SPECIAL. F E A T U R E S  THAT MAKES T H E  COM PANY 
S U P E R IO R :-
P A T E N T
T hey  have a  c e r t a i n  k n itt ing  s t r u c t u r e  in c e r t a in  f a b r i c s  w h ich  h a s  
a p a te n t .
TR A D E M A R K S (BRAND N A M E ):-
T h e  c o m p an y  h a s  i t s  t r a d e  m a r k ,  w h ic h  i s  r e g i s t e r e d  in ab o u t 85 
c o u n t r i e s ,  and  th e y  p r o t e c t  i t  v ig o ro u s ly .
T h e  B r a n d  n a m e  h a s  h e lp e d  the  co m p an y ,  p e o p le  i n  E u r o p e  
b e c o m in g  a w a r e  of i t .  I t  i s  n o t a s  w e l l  know n in  E u r o p e  as it  i s  
in B r i ta in ,  bu t m o s t  b u y e r s  and  p e o p le  in  c h i l d r e n 's  w e a r  t r a d e  
on the  continent have  m o re  th an  h e a r d  of t h e i r  n a m e ,  ( P a s o ld s  & 
L a d y b i rd ) ,  One d is a d v a n ta g e  i s  th a t  the  r a n g e  is  so  l a r g e ,  w hich  
no o th e r  co m p an y  is  p ro d u c in g .  T h is  c r e a t e s  a p r o b le m  fo r  th e  
s a le s  r e p r e s e n t a t i v e s  o f fe r in g  goods  to  c u s t o m e r s .
T h e  im p a c t  of the state of the  c lo th ing  and te x t i le  i n d u s t r y  on 
t h e i r  s a le s :  -
We quote :
" I t  h a s  b e e n  a f fe c te d  by the  e co n o m ic  s i tu a t io n .  T he  te x t i le  
in d u s t r y  w o r ld  w ide is a v e r y  cyn ic  le in d u s t r y ,  a t  the m o m e n t ,  
i t  i s  a  s lu m p , a n d  th a t  is  t r u e  o f  m o s t  t e x t i l e  p r o d u c e r s ,  n o t  
ju s t  in  B r i t a in ,  b u t  in  E u r o p e  and  w o r ld  w id e ,  and  the co m p an y  
is  p a r t  of th a t .  "
B r i t a i n ' s  e c o n o m ic  p e r f o r m a n c e  an d  the  C o m p a n y :
We quote  :
"T h e  te x ti le  in d u s t r y  h a s  b e e n  h i t  v e r y  h a r d .  I t  i s  a l s o  h i t  v e r y
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h a r d  in  the  UK by i m p o r t s .  B u t by h a v in g  im p o r t s  b a n n ed , e x p o r ts  
of about 2 m i l l io n  pounds  w o r th  of c h i l d r e n 's  w e a r  f r o m  the UK 
l a s t  y e a r  m a y  be a ffe c ted  and  i t  r e p r e s e n t  a b o u t  15% of the  
c o m p a n y 's  s a l e s .  T h ey  have  b e e n  h e lp e d  by p ro d u c in g  in th e i r  
f a c to r y  i n  P o r t u g a l  fo r  m e e t in g  d e m a n d s  put to the UK"
E c o n o m ie s  of S c a le  
L o n g e r  p ro d u c t io n  r u n s :
We quote:
"T h e  com pany  i s  a  m a s s  p r o d u c e r  an d  t h e r e f o r e  w a n ts  a m a s s  
m a r k e t .  T h e r e  a r e  t r e m e n d o u s  e c o n o m ie s  o f  s c a le  a v a i la b le  in  
the  t e x t i le  in d u s t r y .  T hey  p r in t  f a b r i c ,  an d  h a v e  a p r in t in g  m a c h in e ,  
w h ich  cou ld  tak e  2 -4  h o u r s  to  s e t u p  f o r  p r in t in g ,  and 3 -4  h o u r s  
to d i s m a n t l e .  So, t h e r e  i s  no u s e  p u t t in g  th ro u g h  a s m a l l  r u n " ,
(2) T H E  ABILITY TO  USE L A R G E R  P L A N T  AT A LOW ER C O S T :- 
" T h a t  c o m e s  down to  th e  s a m e  th in g ,  th ey  w a n t  l a r g e  v o lu m e s .  
C h i l d r e n 's  w e a r  h a s  b e c o m e  f a r  m o r e  fa s h io n a b le ,  t h e r e f o r e  h a s  
to be changed  m o r e  f r e q u e n t ly .  In  the  la te  f i f t i e s  an d  e a r ly  s ix t i e s ,  
the s a m e  g a r m e n t  w ould  do fo r  y e a r s ,  so a  m a s s iv e  v o lu m e  could  
be  p ro d u c e d ,  "
(3) A B ILITY  T O  USE M O R E S P E C IA L IS E D  AND SO PH ISTICA T ED  
E Q U IP M E N T S : -
T h e ,c o m p a n y  b e l i e v e s  th a t  w ith  a l a r g e  m a r k e t ,  w ith  g r e a t e r  
p o te n t i a l s  th ey  c a n  a f fo rd  to  u s e  s p e c i a l i s e d  and s o p h is t i c a te d  
e q u ip m e n ts .
E F F IC IE N C Y  :-
(a) We quote  :
"W ith  lo n g e r  r u n s  and  g r e a t e r  p r o d u c t io n  th ey  sh o u ld  be  m o re  
e f f ic ie n t  than  they  a r e  a t  the  m o m e n t .  It d e p e n d s  on the  v o lu m e , and 
they  a r e  no t  so e f f ic ie n t  a s  they  u s e d  to  b e ,  b e c a u s e  the  r u n s  p e r  
s ty le  a re  s m a l l e r  than  they  w e r e  10 o r  12 y e a r s  ago . "
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(b) O u tpu t p e r  m a n : - 
We quote :
" T h e  lo n g e r  p ro d u c t io n  ru n  a f fe c ts  the p ro d u c t iv i ty  r a t i o .  T h e  
p r in t in g  is a ty p ic a l  e x a m p le ,  w h e r e  th ey  n e e d  fo r  i t s  p r o c e s s  
th r e e  h o u r s  to  s e t  up th e  m a c h in e ,  th r e e  h o u rs  to d is m a n t le ,  and  
tw en ty  m in u te s  f o r  do ing  a p r i n t  ru n .  T he co m p an y  w o u ld  r a t h e r  
have  th r e e  h o u r s  to s e t  up, f ive  h o u rs  to do the p r i n t  ru n ,  an d  
th r e e  h o u r s  to  d i s m a n t l e .  So, th e  p ro d u c t iv i ty  i s  a f f e c te d  b y  the  
le n g th  of the  r u n .  "
H ow  the  C om pany  is  m e e t in g  the c o m p e t i t io n : - 
We quote  :
" T h e y  a r e  t r y in g  to im p r o v e  p r o d u c ts  to m e e t  the  c o m p e t i t io n .
T h e  m e r c h a n d i s e  is  ge tting  a m o re  E u r  o p e a n  look  to i t  s te m m in g  
f r o m  the c o m p e t i t io n  f r o m  the E E C  in  the  UK. T h e r e f o r e ,  is  
P a s o l d s '  m e r c h a n d is e  c an  m a tc h  t h e i r ' s  in  a p p e a r a n c e ,  th e y  shou ld  
be a b le  to  g e t  a  b e t t e r  p r i c e ,  b e c a u s e  the c o m p e t i to r s  a l s o  h av e  
the  c u r r e n c y  s i tu a t io n  a g a in s t  th e m .  P a s o ld s  a l s o  have  a  s m a l l  
m a r k e t  in  the  UK, w h ic h  b u y s  i m p o r t e d  m e r c h a n d i s e .  P e o p le  
w ould  p a y  a lo t  f o r  a g a r m e n t ,  j u s t  b e c a u s e  i t  i s  m a d e  by  " P i e r e  
C a r d in " ,  f o r  in s t a n c e .  "
In the p r e l i m i n a r y  s u r v e y  r e g a r d in g  th is  p o in t they  s t a t e d  th a t  they  
a r e  ab le  to s e l l  the  s a m e  k ind  of p ro d u c t  in the  ex ten d ed  m a r k e t .  
W hen a s s e s s e d ,  we quo te : " B u t  as is  in d ic a te d  a b o v e ,  i t  i s  n o t  an 
a b so lu te  " y e s " .  It is  " Y e s ,  b u t" .  W e have  to  m a tc h  the  q u a l i ty ,  
the p r i c e s  an d  the f a s h io n  of E u r o p e , "
R & D :-
T h e y  depend  on th e  R & D a g r e a t  d e a l  in d ev e lo p in g  new  s ty l e s ,  
new  f a b r i c s  a n d  new  m e th o d s  of p r in t in g .  T h e y  a lw a y s  m od ify  
th e i r  p ro d u c ts ,  hav ing  a n ew  ra n g e  e v e r y  s ix  m o n th s .
P R O F IT A B IL IT Y  :-
It i s  n o t  s a t i s f a c to r y  a t  the m o m e n t .
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M a rk e t in g  O th e r  p r o d u c t s : - 
N one ,
P o te n t i a l  A c t i v i t i e s : - 
We quote :
"W e a r e  look ing  fo r  in c r e a s e d  s a l e s  v o lu m e .  T h e r e  a r e  no p la n s  
fo r  any  d iv e r s i f i c a t io n s  a t  the  m o m e n t ,  a l th o u g h  w e a r e  the l a r g e s t  
B r i t i s h  m a n u f a c tu r e r ,  the  co m p an y  h a s  a  r e l a t i v e l y  s m a l l  s h a r e  of 
the m a r k e t .  T h is  i s  b e c a u s e  the  c lo th in g  in d u s t ry  is m a d e  ou t of 
th o u s a n d s  o f  p e o p le  e a c h  p ro d u c in g .  In  c e r t a i n  a r e a s  we h av e  the 
b ig g e s t  s h a r e  of the  m a r k e t .  If w e w e r e  i n  a p o s i t io n  w h e re  w e h ad  
80% o f  the  UK m a rk e t ,  th en  w e w ou ld  h a v e  to s t a r t  th ink ing  d iv e r  s ifi  
c a t io n .  F i r s t  w e h a v e  to p e n e t r a t e  and  c a p tu r e  the n ew  m a r k e t ,  and  
then  w e c an  d iv e r s i f y .  D iv e r c i f i c a t io n  is  now im p r a c t i c a b le  u n le s s  
i t  i s  f o r  s im i l a r  p r o d u c t s ;  e x a m p le :  ex ten d in g  th e  ra n g e  of the 
s w im w e a r  f r o m  the  age  of 13 to the a d u l t s . "
P O T E N T IA L  C O M P E T IT O R S  F R O M  TH E E E C : - 
We quote  :
"A F r e n c h  c o m p e t i to r ,  w h ich  is  now l a r g e  an d  we e x p e c t  h im  to 
r e m a i n  so .  In G e rm a n y ,  t h e r e  a r e  c e r t a i n  l a r g e  c o m p a n ie s ,  w e 
im a g in e  w ould b e c o m e  p o te n t ia l  c o m p e t i t o r s .  T h e r e  i s  a  co m p an y  
c a l le d  " S h e sa "  who a r e  s i m i l a r  to P a s o ld s ,  a v e r y  w ide r a n g e ,  a 
* v e r t i c a l  o rg a n is a t io n  an d  v e r y  l a r g e .  C e r t a i n ly  th ey  h a v e  n o t  
t r i e d  m a r k e t in g  in  the  UK y e t . "
P R E P A R A T IO N  TO  F A C E  TH E C O M P E T IT IO N  FR O M  T H E E E C  
M A RK ET : -
We quote  :
" B r i t a i n  i s  m o re  l ik e ly  to adap t c o n t in e n ta l  t a s t e  r a t h e r  th a n  the  
o th e r  w a y  ro u n d .  A nd  th e r e f o r e ,  by P a s o l d s  b e in g  in v o lv ed  in the 
c o n t in e n t  th e i r  r a n g e  is  l ik e ly  to be  b e t t e r  in th e  UK. , e n a b l in g  
th e m  to p r o t e c t  t h e m s e lv e s  a g a in s t  the  c o n t in e n ta l  c o m p e t i t o r s " .
T h e  l e a r n i n g  p r o c e s s  th a t  the co m p an y  is  ga in in g  f r o m  E u r o p e ,  
is  a f a c to r  they  d ep en d  on for d e fe n d in g  th e m s e l v e s  f r o m  c o m -
13.
p e tit io n  fr o m  the E E C .
BRITISH  C O M P E T IT O R S  IN  THE U K  AND IN THE E E C : - 
In B r i t a in ,  th ey  h av e  no o th e r  co m p an y  in  t h e i r  r a n g e  p ro d u c in g  
any good l ik e  t h e i r s .  " T r u e  T ex"  a r e  v e r y  l a r g e  in s c h o o l  s h i r t s ,  
and  s h o r t s .  T h e r e  a r e  o th e r  p e o p le  l ik e  " P a u la  L E E " ,  "D av id  
R o m e "  w ho a r e  s p e c i a l i s t s  in  d r e s s e s ,  "B a b y  G ro w "  a r e  v e r y  
l a r g e  in s t r e t c h  bab y  w e a r .  C o m p e t i to r s  a r e  in  p a r t s  of a d i f f e r e n t  
p ro d u c t  g ro u p .  T h e r e  i s  n o t  a g r e a t  d e a l  of c o m p e t i t io n  f r o m  
B r i t i s h  c o m p a n ie s  in  th e  E E C  m a r k e t .  T h e y  a r e  t r y in g  to  
e x p lo i t  the  o p p o r tu n i t i e s ,  b u t  th ey  a r e  no t c o m p a r e d  w ith  P a s o l d s  
in t e r m s  of c a p a c i ty ,  s ty le ,  and  p r i c e s .
CASE STUDY N o . 19
COM PANY : T o o ta l  " F a b r i c s  D iv is io n "
L O C A T IO N : M a n c h e s te r
C O N TA CT: G. M itc h e l l^ D iv is io n a l  D i r e c t o r
E . D ,  H u g h e s^ E x p o r t  M a n a g e r  - E u r o p e
T O O T A L  FA B R IC  DIVISION 
COM PANY BACKGROUND
T o o ta l  G ro u p  i s  a  c o m p a r a t iv e ly  n ew  g ro u p  w ith  i t s  H e a d q u a r t e r s  
in  O xford  S t r e e t  L o n d o n .
T o o ta l  G ro u p  i s  the  r e s u l t  of t a k e o v e r s ,  m e r g e r s ,  c o n s o r t iu m s  
going b a c k  o v e r  200 y e a r s .
A s  y e t  the  h i s t o r y  of the  c o m p a n y  h a s  n o t  b e e n  w r i t t e n  b u t  we 
do know so m e th in g  o f i t s  b a c k g ro u n d .  In th i s  in s ta n c e  t h e  
F a b r i c  D iv is io n .
F o r  e x a m p le  one of the  c o n s t i tu e n t  p a r t s  in the  D iv is io n  took  
p la c e  w hen  E n g l i s h  Sew ing m e r g e d  in 1968 w ith  E n g l is h  
C a n ic o .  H e re  a g a in  i f  y o u  lo o k  a t  the  E n g l i s h  C a n ic o  h i s t o r y  
you see  i t  in  t u r n  w a s  f o r m e d  b e tw e e n  1899/ 1901 w h en  
100 c o m p a n ie s  f o r m e d  the  c o n s o r t iu m  to be known a s  E n g l is h  
C a n ic o .  The h i s t o r y  of e ac h  of th o s e  c o m p a n ie s  sh o w s  th a t  
T o o ta l  c a n  go b a c k  o v e r  200 y e a r s .  O th e r  c o n s t i tu e n t  p a r t s  
m a k in g  up  the  F a b r i c  D iv is io n  w e r e  F o y le s  P r i n t s  w ho go b a c k  
to 1750, o th e r s  su ch  a s  G a r t s id e  Spinning  & W eav in g  C o m p an y  
go b a c k  b e fo re  1820.
T oday  fo l lo w in g  the  h i s t o r i c a l  d e v e lo p m e n t  of T o o t a l - F a b r i c  
D iv is io n  the  in d iv id u a l  c o m p a n ie s  have  b e e n  fo r g o t te n  a s  the 
m a in  fa c to r  i s  the e s t a b l i s h m e n t  of the C o r p o r a t e  Id en ti ty  
n a m e ly  " T o o ta l " .  So i t  is  im p o s s ib le  to  s a y  T o o ta l  w as  
e s t a b l i s h e d  on su ch  a d a te  a s  T o o ta l  h a s  e m e r g e d  o v e r  a  p e r io d  
of t im e  by  th e  r e s u l t  of c o m p a n ie s  jo in in g  f o r c e s .
W ith in  th is  m a jo r  U ,K ,  g ro u p  a r e  v a r io u s  d iv i s io n s  a l l  of 
whi'Ch a r e  p r o f i t  c e n t r e s .  F o r  e x am p le  th e  F a b r i c  D iv is io n  
a s  a p r o f i t  c e n t r e  o p e r a t e s  a f u r th e r  f iv e  s u b - d iv i s io n s  a s  
p ro f i t  u n i t s .  In tu r n  r e p o r t in g  in to  the D iv is io n  w ho in  tu rn  
r e p o r t  in to  the g ro u p .
2.
M ain  A c t iv i t ie s  of the  F a b r i c  D iv is io n  
**The F a b r i c  d iv is io n  p r in t s  v a r io u s  types  of g r e y c lo th  w h ich  in 
t u r n  i s  so ld  a s  m e r c h a n t  c o n v e r t e r s .  We o u r s e lv e s  a l s o  buy  
in  a s  m e r c h a n t  c o n v e r t s  c e r t a in  s p e c i f ie d  c u ts  fo r  u s e  in 
m a k in g  c h i ld r e n  and  la d ie s  d r e s s e s .
We a l s o  p ro v id e  fo r  i n d u s t r i a l  g a r m e n t s  w h ic h  is  n o t  j u s t  fo r  
G a r a g e  A t te n d a n ts ,  b u t  u n i fo r m s  su ch  a s  th o s e  u s e d  by  
A i r l i n e s  su ch  a s  A e r  L in g u s  o r  L u f th a n s a  o r  s c h o o l  u n i f o r m s .  
T h is  a p p a r e l  w e  c a l l  i n d u s t r i a l  o r  c a r e e r  a p p a r e l  r a t h e r  th a n  
fa s h io n  a p p a r e l .
We p ro d u c e  a l s o  te c h n ic a l  o r  i n d u s t r i a l  c lo th s  w h ic h  can be 
u s e d  f o r  e x a m p le  by  the  A i r c r a f t  & W a tc h  I n d u s t r y  fo r  c le a n in g  
le n s e  in  s p e c ta c le s  th ro u g h  to  l a r g e  t e l e s c o p e s .  O th e r  t e c h n i c a l  
u s e s  of o u r  f a b r i c s  a r e  fo r  e x a m p le  in the  c a r p e t  i n d u s t r y  w h e r e  
the  c u s to m e r  r e q u i r e s  h i s  n a m e  t o  be  p r i n t e d  on the  u n d e r s id e  
of c a r p e t s .  We a l s o  b r in g  c e r t a i n  t r a n s f e r  o r  p r in t in g  te c h n iq u e s  
r e q u i r e  to  g ive the  e f fe c t  o f  J a c q u a r d  w e a v in g  th e s e  a r e  
p o w e re d  by  the  F a b r i c  D iv is io n  in  two f a c to r y  s .  So you  c an  
see  th a t  the F a b r i c  D iv is io n  o p e r a t e s  v a r i o u s  m e th o d s .
T h e  F a b r i c  D iv is io n  o p e r a t e s  a M e r c h a n t  C o n v e r t in g  H ouse  
in the N e th e r l a n d s  w h ic h  b u y s  a l l  o v e r  the  w o r l d  b u t  s e l l s  
p r in c ip a l ly  to the  C o m m o n  M a r k e t .  T h i s  can  be  buy ing  w o o l le n s  
and h av in g  th e m  dyed  to  d e n im  s la c k s  and ev en  fa s h io n  p r in t i n g  
fo r  h a n k e r c h ie f s .
A n o th e r  c o n c e rn  i s  th e  m a n u f a c tu r e r  of a r t i f i c i a l  f u r s  w h ic h  w e 
m a k e  in  F o lk e s to n e ,  E n g la n d  w h e re  th e  p r o d u c t s  a r e  m a r k e t e d  
by our own s a le s  o r g a n is a t i o n s  an d  th ro u g h  A g e n ts .
O u r  S a le s  O rg a n is a t io n  o p e ra te  u n d e r  th e  T o o ta l  n a m e  in 
USA, F r a n c e ,  B e lg iu m , A u s t r a l i a  and  N ew  Z e a la n d ,  G e rm a n y  
fo r  e x a m p le ,  **
3.
Of the  F a b r i c  D iv is io n s  a c t iv i ty  p r in t in g  r e p r e s e n t s  ab o u t 3 5% 
of the D iv is io n s  A c t iv i t i e s ,
D iv e r  sifi c a t io n  
^^The T o o ta l  G roup  i s  in v o lv ed  in  e v e r y  s ta g e  f r o m  grow ing  
own co tto n ,  th ro u g h  to m ak in g  o u r  own th r e a d ,  sp inn ing  and  
w e av in g  onto  dye and p r in t in g  of f a b r i c A t  one t im e  the  g ro u p  
th ro u g h  th e  C P A  in v e n te d  p o l y e s t e r s  and  t e r y l e n e .  T he  
g ro u p  h a s  i t s  own G a r  m e t  M aking  C e n t r e s  th ro u g h  to  i t s  
own r e t a i l  o u t l e t s ,
C o m p e t i to r s
^*We th e  F a b r i c  D iv is io n  a r e  v e r y  s m a l l  w hen  c o m p a r e d  to  
C o u r ta u ld s  who a r e  o u r  m a in  c o m p e t i to r .  In f a c t  C o u r ta u ld s  
have  the  b ig g e s t  s in g le  m a c h in e r y  c a p a c i ty  in  the  U .K .  H o w ev e r  
in  c e r t a i n  a r e a s  we a r e  the m a in  s u p p l i e r s  su ch  a s  in th e  
p r in t in g  f ie ld .  In t u r n  w e s e l l  o u r  p r in t e d  c lo th  by o u r  M e r c h a n t  
C o n v e r t e r s  to the E E C .
We ev en  h av e  c o m p e t i to r s  w ho  p ro v id e d  t h e i r  own c lo th  and we 
do the p r in t in g  fo r  th e m  and  th e n  in  tu r n  w e co m p e te  on the 
open  m a r k e t .
We h o w e v e r  c a n  n o t  co m p e te  on p r i c e  as  f a r  a s  f a b r i c  p r in t in g  
i s  c o n c e rn e d  w hen  the  m a t e r i a l  i s  p r in t e d  in  F a r  E a s t  m a r k e t s .  
H o w ev e r  w e c a n  c o m p e te  in  th a t  o u r  t e c h n i c a l  e x p e r t i s e  i s  b e t t e r  
and  o u r  q u a l i ty  m a k e s  p r i c e  o u r s e lv e s  in  the  m id d le  p r i c e  s e c t o r .  
O u r  F a b r i c  D iv is io n  p ro d u c e s  o v e r  500 d e s ig n s  on d i f f e r e n t  
c lo th e s  w h ich  in  tu r n  c a n  h av e  4 o r  5 d i f f e r e n t  c o lo u r s ,  th is  
m e a n s  w e h av e  to be  c o m p e t i t iv e  in  b e in g  fa s h io n a b le  o th e rw is e  
if  w e fa l l  b e h in d  on c o lo u r  an d  p r i n t  t r e n d s  w e can n o t 
c o m p e te  w ith  our c o m p e t i t o r s ,
4 .
M ain C o m p e tito r s  in  the EEC
I I
If w e tak e  G e rm a n y ,  H o llan d , A u s t r i a ,  F r a n c e .  W e  h ave  fo r  
e x a m p le  5 c o m p e t i to r s  in G e rm a n y ;  2 in H o llan d ;  1 in  
A u s t r i a ;  3 in  F r a n c e ,  We d o n ' t  h av e  any
c o m p e t i to r s  in I ta ly ,  S w i tz e r la n d ,  E i r e ,  D e n m a r k ,
We b e l ie v e  we c o m p e te  b e c a u s e  T o o ta l  F a b r i c s  a r e  se c o n d  
to  none w h en  i t  c o m e s  to  t e c h n ic a l  know -how  an d  th i s  g iv e s  us  
the  edge  in  the  q u a l i ty  m id  m a r k e t .  C o m p e t i t io n  in  th e  f o r m  of 
f a b r i c s  co m in g  in to  the  E E C  v ia  E a s t  G e r m a n y  in to  W e s t  
G e r m a n y  m e a n s  th a t  the  p r o d u c t s  a r e  f r o m  the  E a s t  B lo c  
c o u n t r i e s ,
R e s e a r c h  & D e v e lo p m e n t
T o o t a l R  & D w o r k s  on new d e s ig n s  an d  e x a m in in g  d i f f e r e n t
c lo th  c o n s t r u c t io n s .  T h is  i s  c a r r i e d  ou t b y  t r a v e l l in g  w o r l d
w ide  an d  e x a m in in g  o th e r  s u p p l ie s  m a t e r i a l s .  T h e  i n d u s t r y  in
th i s  b u s i n e s s  i s  h e lp fu l  an d  c o m p e t i t o r s ; t a lk  to e a c h  o th e r
on p r o d u c t s  a n d  new  d e v e lo p m e n t  so th a t  nobody  i s  r e a l l y
a h e a d .  In th e  d e s ig n  f ie ld  i t  i s  v e r y  m u c h  one  o f  sw app ing
II
i n f o r m a t io n  on t r e n d s  , B u t th e  r e s u l t s  a r e  b a s e d  on the 
k now ledge  ob ta ined^and  the  b e s t  w ay w e  b e l ie v e  the  in f o r m a t io n  
shou ld  be  u s e d  in  h e lp in g  u s  to  p r e s e n t  new  d e s ig n s  a s  the  
b u s in e s s  is  b a s e d  on s e l l in g  d e s ig n  eind colour, '*
P r i c i n g  P o l i c y
T h e  c o m p a n y ’s p r i c in g  p o licy  is  n o t a  s in g le  p o l ic y  b u t  one 
b a s e d  on a c o m b in a t io n  of f a c t o r s  w h ich  v a r y  f r o m  c o u n try  
to  c o u n t ry .  T h e s e  f a c t o r s  a r e :  c o m p e t i t o r s  p r i c e s  ; t im e  of 
y e a r ;  c o s t  p lu s  e le m e n t  w h ich  is  b a s e d  on q u a n t i ty  ; type  of 
m a r k e t .  T h e s e  c o m b in a t io n  f a c t o r s  r e s u l t  in  th e  p r i c in g  p o l ic y  
a p p l ic a b le  to  any  one p ro d u c t  fo r  any  one m a r k e t .
5.
N o , o f  E m p lo y e e s
In the r e g io n  o f  1, 000 - 1, 200
D id  th e  co m p an y  t r a d e  b e fo re  1 s t  J a n u a r y ,  1973 w ith  one of the  
E E C  c o u n t r i e s
T h e  c o m p an y  t r a d e d  w ith  a l l  of th e m  b e f o r e  1st J a n u a r y  1973.
W hat the  co m p an y  d id  e x p e c t  the e f fe c t  on th e  t r a d e  a f t e r  B r i t a i n s  
e n t r y  in to  the  E E C
T h e  e f f e c t  h a s  b e e n  v e r y  l a r g e ly  w h a t  th e y  e x p e c te d .  G e n e r a l ly  
h igh ly  f a v o u ra b le  and  th e i r  e x p e c ta t io n s  h av e  b e e n  m a t e r i a l i s e d .
D id the  c o m p a n y 's  p r o d u c t s  c a r r y  fu l l  t a r i f f  duty  b e f o r e  B r i t a i n s  
e n t r y  in to  the  E E C  
Y e s ,  i t  d id .
T h e  E x p e c ta t io n s  of the t a r i f f  r e d u c t io n s  on the i n c r e a s e  of t h e i r  
s a l e s  v o lu m e
It w a s  o v e r  25% and it h a s  b e en  m a t e r i a l i s e d  b u t  i t  i s  n o t  the  only  
f a c to r  to w h ich  the  i n c r e a s e ,  cou ld  be a t t r ib u te d .
If B r i t a i n  h ad  n o t  jo in ed  the  c o m m u n i ty  w ou ld  the  co m p an y  have  
e x p e c te d  th a t  the  s a le s  w ould  be  i n c r e a s e d  i r r e s p e c t i v e  of B r i t a i n s  
a c c e s s  to  the  c o m m u n ity
No the  n o n - e n t r y  s i tu a t io n  w o u ld n 't  h av e  h e lp e d  the  t r a d e  a s  in  
the  e n t r y  s i tu a t io n .  T h a t  i s  m a in ly  b e c a u s e  of the  p s y c h o lo g ic a l  
e f f e c t ,  i ,  e ,  the  p sy c h o lo g y  of B r i t a in  b e in g  one of the  E u r o p e a n  
p a r t n e r s .
6 ,
T h e  A d v a n ta g e s  the  co m p an y  e x p e r ie n c e d  due  to  B r i t a i n ' s  a c c e s s  
to  the co m m u n ity :  -
It w a s  the  p s y c h o lo g y  a t  th e  v e r y  to p  l e v e l  th a t  opened  up an 
e x te n t  ion  to  t r a d e  fo r  the  co m p an y  w h ich  w as  a l r e a d y  w e l l  
e q u ip p e d .  T h e y  w e r e  h e lp e d  an d  co n tinue  to  be h e lp ed  by  the  
r e d u c t io n  in  t a r i f f s ;  the e f fe c t  of the  d e v a lu a t io n  of th e  £ ;  and  
a l s o  b y  a t t i tu d e s  on th e  o th e r  E E C  c o u n t r i e s ,  th a t  a l l  a r e  now 
p a r t  of th e  C o m m o n  M a r k e t ,
W ith in  a  s h o r t  p e r io d  of t im e  f r o m  e n try ,  th e  c o m p a n y  h a d  i t s  
ow n s a l e s  o ig a n i s a t i o n  in F r a n c e  and  G e r m a n y  th a t  a r e  ru n  
by n a t io n a ls  of th o s e  c o u n t r i e s .  N e g o t ia t io n s  to  s e t u p  th e se  
s a le s  o r g a n i s a t io n s  w e r e  s t a r t e d  b e f o r e  e n t r y  in  the  k n o w ­
ledge  th a t  th e  U n ited  K in g d o m  w a s  jo in in g  th e  E E C ,  T h is  w as  
a l s o  t r u e  w ith  r e l a t i o n  to  the  p u r c h a s e  of a  co m p an y  in  H o lla n d ,  
It  w a s  ta k e n  o v e r  3 j  y e a r s  a g o  an d  gave th e m  th e  a b i l i ty  to 
s t a r t  m a r k e t in g  w ith in  th e ,  th e n  s ix  E E C  c o u n t r i e s .
T h is  w a s  n o t  only  the  p o l ic y  of the  F a b r i c  D iv is io n  b u t  fo r  
the  w ho le  g ro u p .
To s u m m a r i s e  up the  a d v a n ta g e s  w h ich  the  c o m p an y  e x p e r ie n c e d  
f r o m  the UK e n t r y  in to  the  E E C  ;
a) T he  i n c r e a s e  of the s a le s  v o l u m e ,  th i s  e x c e e d e d  25%
b) T h e  p s y c o lo g ic a l  e f f e c t  i . e .  th in k in g  m o r e  E u r o p e a n  in 
i n t e r n a l  d e c i s io n s ,  and  b e in g  a c c e p te d  a s  an  eq u a l  p a r t n e r  in 
the o th e r  c o u n t r i e s  of the  E E C .
W ith  r e g a r d  to  the  s e c o n d  point,**this v a r i e s  f r o m  c o u n try  to  
c o u n t ry  n o t  e v e r y  E E C  c o u n try  i s  a s  e a s y  to  d e a l  w ith  a s  the  
o t h e r s ,  **
7.
T h e  p r e p a r a t i o n s  the co m p an y  took  to m e e t  the  ex ten d e d  
m a r k e t  r e q u i r e m e n t s  in  th e  know ledge  th a t  the  UK w ou ld  have  
a c c e s s  to  the  c o m m u n ity .
T h e  co m p an y  p r e p a r e d  i t s e l f  fo r th e  UK e n t r y  in to  the  
c o m m u n ity  by r e o r g a n i s a t i o n e d  s t r u c t u r e .  T h ey  a l s o  a c q u i r e d  
a new  v e n tu r e  in H o llan d , as has  b e en  m e n t io n e d  abo v e .
R e g a r d in g  p r e p a r a t i o n  on the  in v e s tm e n t  s id e  the  c o m p an y  
a n s w e r e d ,  in  e q u iv o c a l  t e r m s ,  ab o u t  th e  c a p i t a l  in v e s tm e n t  
w h ich  th ey  w ou ld  put in to  o p e ra t io n ,  in  o r d e r  to  i n c r e a s e  c a p a c i ty .  
T hey  e m p lo y e d  e x t r a  s ta f f  to  d e a l  w ith  E u r o p e ,  w ith  the 
e x p e c te d  p r o s p e c t  of i n c r e a s in g  the  s a l e s .  T h is  in the  m e a n  
t im e  c o in c id e d  w ith  the  in v e s tm e n ts  p la n s  to i n c r e a s e  
c a p a c i ty .
B u t i n  th e  q u e s t io n  o f i n v e s tm e n t s ,  the  " T o o ta l"  in d ic a te d  
th a t  i t  w a s  ta k in g  p la c e ;  i r r e s p e c t i v e  of e n t r y ; in  new  m a c h in e r y  
due to  o b s o le s c e n c e #  P la n n in g  w a s  d i r e c t e d  to  the  e x p lo i ta t io n  
of the  p o te n t ia l  E E C  m a r k e t ,  to  s tan d  a g a in s t  p e n e t r a t i o n  f r o m  
o th e r  E E C  c o m p a n ie s  to  the  h o m e  m a r k e t  an d  to  c o m p e n s a te  th e  
g ro u n d  th e y  l o s t  in  th e  E F T A  c o u n tr ie s#
So, th e  p r e p a r a t i o n  th e  c o m p an y  took  to  m e e t  th e  e x te n d e d  m a r k e t  
a r e :
a) R e - o r g a n i s a t i o n  of s t r u c t u r e .
b) A c q u i r in g  new v e n t u r e s ,
c) R e - e q u ip p in g  the  p la n t  o p e r a t io n s .
T h e  P e n e t r a t i o n  of the  UK M a r k e t  f r o m  f i r m s  in  th e  E E C ,C o u n t r i e s  
F o r  T o o ta l  F a b r i c  D iv is io n  a s  a w hole  t h e r e  w a s  no  p e n e t r a t i o n  o r  
c o m p e t i t io n  f r o m  any of the  E E C  c o u n t r i e s  in to  the  h o m e  m a r k e t .  
R e g a r d in g  c o m p e t i to r s  the com p an y  e x p e c ts  th ey  c an  m a in ta in  
t h e i r  s h a r e  of the m a r k e t .  T o o ta l  i s  s h a r in g  in the  p r o c e s s  of 
s e l l in g  w ith  many c o m p a n ie s  in the  E E C .  T h is  m e an s  th a t  th ey  
can  g u a ra n te e  an o b lig a tio n  f r o m  th e  c o m p an y  w ith  w hich  th ey
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s h a r e  th a t  they  w ou ld  n o t  c o m p e te  w ith  th e m  in  the  UK m a r k e t ;  
b u t ,  i f  th e y  d id ,  th en  T o o ta l  in d ic a te d  th a t  th ey  w ou ld  p a r t n e r  
th e m  and n o t  lo s e  the  w ho le  s h a r e  of the  m a r k e t  w h ic h  m ig h t  be  
c a p tu r e d .
D is t r ib u t io n  an d  M a r k e t in g  f a c i l i t i e s  in th e  E E C  C o u n t r i e s  
To Ota Is e m p lo y e d  t r a in e d  G e r m a n  n a t io n a l s ,  and  v i s i t s  to  the  
m a r k e t  w e r e  i n c r e a s e d .  T he  com p an y  a l s o  c a lc u la te d  th e  
f r e ig h t s ,  a c c o rd in g  to  t h e i r  d e s t in a t io n ,  in  the  c u r r e n c y  of 
the  i m p o r t e r s ,  to f a c i l i t a t e  in v o ic in g  and  the  p r i c e s  of the  
g o o d s .
T o  k e ep  in to u ch  w ith  c u s t o m e r s  in  the  E E C  c o u n t r i e s ,  they  
ev o lv ed  s y s t e m  of fo l lo w in g  u p  the  d e l iv e r y  of goods to  m a k e  s u r e  
c u s t o m e r s  w e r e  s a t i s f i e d  an d  th a t  d e l iv e r y  w a s  on t im e .
T h is  in v o lv ed  f e e d - b a c k  d o c u m e n ta t io n  f r o m  the  c u s t o m e r s ,  ab o u t 
the s ta t e  of the d e l iv e r y  and  th e i r  c o m m e n ts  on i t ,  an d  a 
p e r io d ic  m e e t in g  of a l l  in v o lv ed  w ith in  the  co m p an y  to  r e a s s e s  
the s i tu a t io n ,  and  to c o r r e c t  a n y  d e f ic ie n c y  w h ic h  m ay  h av e  
o c c u r e d .
R e g a r d in g  m a r k e t  r e s e a r c h  on p r i c in g ,  d e m a n d ,  c o m p e t i t io n  
co n d it io n  and  the  d e s ig n s  w a n te d  the  F a b r i c  D iv is io n  em p lo y e d  
an  o u ts id e  f i r m  of c o n s u l t a n ts  tw o y e a r s  a g o ,  an d  th e y  a r e  s t i l l  
w o rk in g  on m a r k e t  r e s e a r c h  fo r  the  c o m p a n y .
On the  q u e s t io n  of th e  p r i c e  l e v e l s ,  c lo th e s ,  p r i n t s ,  d e s ig n s ,  
and  c o lo u r s  w a n te d  the  com p an y  m a k e s  c e r t a i n  th a t  a  s a m p l in g  
e n q u iry  i s  fo l lo w ed  up b y  a v i s i t  f r o m  a r e p r e s e n t a t i v e .  T he 
r e p r e s e n t a t i v e s  in  the  E E C  c o u n t r i e s  a r e  a lw a y s  fe e d in g  
i n f o r m a t io n s  to  the  D e p a r tm e n t  c o n c e r n e d  a b o u t  the  c o n d it io n  
of the m a r k e t  and  th e i r  op in ions  of w hat a c t io n s  a r e  n e c e s s a r y  to 
face  an y  new c i r c u m s t a n c e s  a r i s i n g  to e n a b le  th e m  to  k e e p  th e i r  
s h a r e  of the  m a r k e t .
9.
T h e  C o m p a n y 's  P l a n s  in  the  E E C  m a r k e t
We quo te :  "O ne of th e  b ig g e s t  s ing le  p r o b le m s  th a t  W e s te r n  
E u r o p e  h a s  f a c e d  in  the T e x t i le  f ie ld ,  and T o o ta l  i s  n o  
e x ce p t io n  to  th i s ,  i s  the  p r o b le m  of ch eap  i m p o r t s  f r o m  the  
F a r  E a s t  an d  I r o n  C u r ta in  c o u n t r i e s .  I t  i s  v e r y  d if f icu l t  to  
r e a c h  so m e  k in d  of r a t i o n a l  a p p ro a c h  w h ich  w i l l  s a t i s f y  any 
of the in d iv id u a l  m e m b e r s  of the u n d e rd e v e lo p e d  c o u n t r i e s  f r o m  
w h o m  ch ea p  im p o r t s  a r e  c o m in g ,  an d  i t  i s  a l s o  d if f icu l t  to  get 
s u f f ic ie n t  w e ig h t  in  d i s c u s s io n  a n d  a r g u m e n t  w i th  the  
A m e r ic a n s ,
T h e  c o m m u n ity  is  now w o rk in g  to w a r d s  a  w hole  s e r i e s  of 
a r r a n g e m e n t s  and  a g r e e m e n t s  on q u o ta s ,  fo r  th e  c o m m u n ity  
a s  a  w h o le ,  w ith  the  ch eap  im p o r t in g  c o u n t r i e s  of the  F a r  
E a s t ,  e t c .  W hen  th i s  h a s  b e e n  a ch ie v e d ;  a l th o u g h  t h e r e  w i l l  
be  s l ig h t  d i f f e r e n c e s  b e tw e e n  in d iv id u a l  m e m b e r s  w ith in  the  
c o m m u n ity ;  a  b e t t e r  d e a l  w i l l  h av e  b e en  r e a c h e d  th a n  a n y  
s in g le  m e m b e r  cou ld  h a v e  h oped  to  g e t .  I t  a l s o  m e a n s  th a t  as  
a c o m m u n i ty  o f  two h u n d re d  m il l io n  p e o p le ,  the  E E C  i s  in a 
m u c h  s t r o n g e r  p o s i t io n  to m a k e  i t s  v o ic e  h e a r d  w ith  the  
A m e r i c a n s  th a n  a s in g le  s t a t e ,
A c o m p a n y  m a y  n o t  g e t  f r o m  n e g o t ia t io n s  a l l  i t  h o p e s ,  b u t  
i t  c an  g e t  an  id e a  of w ha t th e  r e s u l t s  m a y  b e  an d  so  p lan  
forward**
T H E  E F F E C T  O F  T H E E N T R Y  IS TH A T T H E  COM PANY NOW 
CAN G E T  THROUGH TO T H E COMMISSION C O N C E RN E D  
THAT WOULD D IR E C T  E V E N T S  FO R  TH E  B E N E F IT  O F  TH E 
C O M PA N Y .
T h e  C o m p a n y  and  the  fu tu r e  w ith  r e g a r d  to  i t s  p o l ic y  in the E E C  
F o r  th e  Y e a r s  1976/ 1980
T h ey  look  a t  the  fu tu r e  in the  fo llow ing  w ay  w ith  r e g a r d  to 
o b je c t iv e s  in  the  E E C . , W e quote :
1 0 .
" E a c h  in d iv id u a l  c o u n t ry  w i l l  be d e a l th  w ith  s e p a r a te ly .
F i r s t l y  E i r e  ; th e  m a in  g o a l  w i l l  be to h o ld  on to o u r  p r e s e n t  
m a r k e t .  T h is  i s  going to  b e  v e r y  d i f f ic u l t  b e c a u s e  a g r e a t  d e a l  
of our w o rk  done in  E i r e  is  n o t  on the  fas  ion  p r i n t  s id e ,  bu t 
on te c h n ic a l  c lo th s  f o r  i n t e r - l i n in g s  f o r  s h i r t s  an d  s i m i l a r  
i t e m s .  A g r e a t  d e a l  of t r a d e  t a k e s  p la c e  a t  the  N o r th e r n  I r i s h  
b o r d e r  n e a r  B e l f a s t ,  "
T o o ta l  w a s  happy  to say  th a t  in d ic a t io n s  a r e  th a t  th ey  a r e  ho ld ing  
th e i r  m a r k e t ,  and th a t  they  a r e  do ing  b e t t e r  than  w a s  
a n t ic ip a te d .
In F r a n c e ,  th e y  b e l i e v e ,  th a t  they w i l l  co n tinue  to i n c r e a s e  
s a l e s  o v e r  the  n e x t  5 y e a r s ,  a f t e r  tak in g  in f la t io n  in to  a c c o u n t  
by b e tw e e n  10 and 15%,
In the c a s e  of the  B e n e lu x  c o u n t r ie s ,  t h e i r  f o r e c a s t  i s  th a t  they  
w o u ld ,  a p p r o x im a te ly ,  double  t h e i r  v o lu m e  of t h e i r  t r a d e .
T h e y  added  th a t  G e r m a n y  i s  a  v e r y  d i f f ic u l t  c o u n try  to  a s s e s s ,  a s  
t h e r e  is  r e s i s t a n c e  due to n a t io n a l i s t i c  f e e l in g s  an d  a s  the  
G e r m a n s  a r e  h ig h ly  e f f ic ie n t  in t h e i r  own i n d u s t r y .
A s  fo r  H o lla n d ,  t h e i r  p o l ic y  i s  to c a p i t a l i s e  on the s t r e n g th  
they  h av e  w ith  th e i r  T o o ta l  H o lland  o p e ra t io n ,  w h ich  is  do ing  
we H.
D e n m a r k ,  " i s  i n c r e a s in g ly  b e c o m in g ,  a s  f a r  a s  te x t i le  i s  
c o n c e rn e d ,  a co lony  of G e r m a n y "  T he  co m p an y  e x p la in e d  th a t  
t h i s  is  l a r g e ly  b e c a u s e  of h i s t o r i c a l  l i n k s .  I t  is  a good 
m a r k e t  fo r  the co m p an y  b u t  th ey  do n o t  w a n t  to be too o v e r ­
co n f id en t  ab o u t  e x p a n d e d  p r o s p e c t s  t h e r e .
A s  fo r  th e  p o te n t i a l  a p p l ic a n ts  to th e  C o m m o n  M a r k e t ,  S pa in  
and  p o s s ib ly  G r e e c e ,  i f  S pa in  d id  jo in  the C o m m o n  M a r k e t ,  the  
co m p an y  w ould  n o t  s t a r t  look ing  fo r  a  v a s t ly  i n c r e a s e d  m a r k e t  
t h e r e .  T h a t  i s  b e c a u s e  th e y  do  n o t  th in k  th a t  w ith in  the  n e x t  4 
y e a r s  up to 1980, the  S p a n ish  eco n o m y , or the S p an ish  body 
p o l i t ic ,  i s  going  to  b e  s u f f ic ie n t ly  s e t t l e d  fo r  th e m  to  o p e r a te  
t h e r e .  T h e y  cou ld  n o t  c o u n t  on  g e tt in g  th e i r  m oney  out o f  S pa in
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in  any r e a s o n a b le  t im e ,  so ev en  if  Spain  d o e s  jo in  the  E E C , 
the co m p an y  w o u ld  c o n s id e r  e x p a n s io n  t h e r e ,  w hen  w e l l  in to  
the 1980s, a f t e r  c a r e f u l  c o n s id e r a t io n  of the p o l i t i c a l  an d  
e co n o m ic  c l im a te .
G r e e c e  i s  b e c o m in g  the c e n t r e  o f  the g a r m e n t  m a k in g  in d u s t r y  
b e c a u s e  of i t s  cheap  la b o u r .  T h e  c o m p an y  i s  a l r e a d y  doing qu ite  
a  s iz e a b le  a m o u n t  o f  b u s i n e s s  in  G r e e c e  in  c o n ju n c t io n  w ith  g a r m e n t  
m a r k e t s  f r o m  H o lland , F r a n c e ,  G e r m a n y ,  an d  A u s t r i a .  A G re e k  
f a c to r y  w i l l  be a b le  to  m a k e  g a r m e n t s  m u ch  c h e a p e r  th an  a f a c to r y  
e l s e w h e r e  in  E u r o p e ,  ev en  w ith  the c o s t  of t r a n s p o r t a t i o n .  If 
G r e e c e  e n t e r s  the  E E C ,  the  co m p an y  b e l i e v e s  th a t  t r a d e  w ith  th em , 
w i l l  i n c r e a s e  r a p id ly .
How f a r  the A g r e e m e n t  b e tw e e n  the E E C  and i t s  a s s o c i a t e s  h e lp e d  
the e x p o r t s  of the C o m p an y
It h a s  n o t  h e lp e d  the  co m p an y  a t  a l l ,  b u t  t h e r e  h a s  b e e n  a sp in  off 
w ith  r e g a r d  to s u p p l ie s  of u n d e c o r a te d  w oven  g o o d s  f r o m  p l a c e s  
l ik e  M o ro c c o ,  A lg e r i a ,  a n d  T u n is ,  p a r t i c u l a r l y  to T o o ta l  
H o llan d . T hey  h av e  no r e s i d u a l  du ty , b u t  th is  duty  s t i l l  a p p l ie s  
to the UK u n t i l  J a n u a r y  1st, 1977. U n ti l  th i s  d a te  i s  r e a c h e d , th e  
c o m p an y  h a s  b e e n  m ak in g  u se  of the T o o ta l  H o lla n d  o p e ra t io n  for 
th i s  f o r t  of a c t iv i ty .  " T h e r e  a r e  s ig n s  th a t  the  co m p an y  m a y  w e l l  
c o m e  to do b u s in e s s  w ith  th o s e  c o m t r i e s ,  by s e l l in g  th e m  d e s ig n s  
to  be p r in t e d  t h e r e .  T h is  i s  r e a l l y  a  l i c e n s in g  b u s i n e s s  w h ich  
f a l l s  d i r e c t l y  o u ts id e  th e  a m b i t  of the  F a b r i c  D iv i s io n , "  T h e  
c o m p an y  h a s  a  l ic e n c in g  D e p a r t m e n t  w h ic h  c o v e r s  the  w ho le  
w o r ld  a n d  cam l i c e n c e  v a r io u s  ty p e s  of t e c h n i c a l  k n o w ledge , 
in c lu d in g  design*  In A r g e n t in e ,  w h e re  th e y  c a n ' t  s e l l  any  f a b r i c  
b e c a u s e  of th e  p ro h ib i t iv e  duty  of a l i c e n c e ,  th e y  c a n  s e l l  t h e i r  
d e s ig n  k n o w -h o w s .  In  th i s  w ay  th ey  a r e  t r y in g  to  g e t  as  m u c h  as  
p o s s ib le  f r o m  the t r a d e  a g r e e m e n t s  b e tw e e n  the E E C  a n d  th e  
o th e r  c o u n t r i e s  in  th e  R O W ,
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T h e  D is a d v a n ta g e s  to  th e  co m p an y ,  i f  any , in  B r i t a i n  jo in ing  
the  E E C .
A s  fo r  the  o b l ig a t io n s  the  co m p an y  fa c e d  in r e l a t i o n  to  the  
l e g i s la t i o n  fo r  s t a n d a r d i s a t i o n  -  the  c o m p a n y  in d ic a te d  th a t  
the  one th in g  th a t  th e y  h a d  to  be p r e p a r e d  to do and  in  f a c t  w e r e  
doing long b e f o r e  jo in in g , w as  to  s e l l  in  m e t r i c  m e a s u r e m e n t s .  
T h a t  c o n s t i tu te d  no  m a j o r  p r o b le m  fo r th e m .
In the q u e s t io n  of the  b u r d e n  of a d d i t io n a l  w o rk  in v o lv e d  T o o ta l  
in d ic a te d  th a t  t h e r e  w a s  a  b u rd e n  of a d d i t io n a l  w o rk ,  th ey  to o k  
e x t r a  s ta f f  to  cope w ith  the  a d d i t io n a l  b u r d e n  of ru n n in g  s a le s  
l e d g e r s  in  f o r e ig n  c u r r e n c i e s  w h ich  e v e n tu a l ly  had  to  be t r a n s ­
la te d  in to  s te r l in g *
So, t h e r e  w e r e  no  r e a l  d is a d v a n ta g e s  w h ich  th e  co m p an y  
e x p e r i e n c e d .
How f a r  the co m p an y  h a d  b e e n  a f fe c te d  by th e  s ta t e  of th e  
te x t i le  i n d u s t r y  in  the  l a s t  t h r e e  y e a r s *
Long b e fo re  th e  co m m u n ity  w a s  jo in e d ,  the  T o o ta l  G ro u p  w a s  
p a r t  o f  a  s te a d i ly  d e c l in in g  in d u s try *  In  1930, T h e  C a l l ic o  
P r i n t e r s ,  p a r t  of the  T o o ta l  G ro u p ,  h a d  o v e r  70% of the  
p r in t in g  c a p a c i ty  of th e  w hole  w o r ld ,  an d  e f fe c t iv e ly  a  m o n o p o ly  
in  the U n i te d  K in g d o m  w ith  so m e th in g  o v e r  40  p r i n t  w o r k s .
T h ey  a r e  down to  5 p r i n t  w o r k s ,  none of w h ic h  a r e  n e a r l y  l ik e  a s  
l a r g e  a s  the  P r i n t  W o rk s  th ey  u s e d  to  h a v e .  E v e n  in the  50 ’s 
the  l a r g e s t  one w a s  tw ic e  th e  s iz e ,  of any e x is t in g  one  now .
T h is  i s  n o t  only  t r u e  of the  UK b u t  of e v e r y  s in g le  W e s te r n  
E u r o p e a n  te x t i l e  p r in t in g  co n ce rn *
We quote  " In  th e  l a s t  two y e a r s ,  the  U n ited  K in g d o m , a long  
w ith  a l l  o th e r  c o u n t r i e s  in  the  W e s t e r n  W or Id , s u f fe re d  a v e r y  
c o n s id e r a b le  t r a d e  d e p re s s io n *  T o o ta l  w a s  a l s o  f a c e d  w ith  v e r y  
b ig  p r o b le m s  of c a s h  f low . H o w e v e r ,  one b r ig h t  f a c t o r  d u r in g  
d e p r e s s io n  p e r io d  w a s  th a t  e x p o r t s  n e v e r  d e c l in e d .  In  f a c t
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th e y  co n tin u ed  to  r i s e .  The two p r in c ip le  a r e a s  w h e re  th is  
o c c u r r e d  w a s  the  C o m m o n  M a r k e t ,  p a r t i c u l a r l y  F r a n c e  a n d  
the M idd le  E a s t ,  In 1 9 7 4 /7 5  the to ta l  e x p o r t  b u s in e s s  w a s  th re e  
q u a r t e r  m i l l io n  p o u n d s ,  one y e a r  ago , th i s  h a d  i n c r e a s e d  to o v e r  
5 m il l io n ;  1% m i l l io n  up  on th r e e  a n d  t h r e e  q u a r t e r s .  E v e n  w ith  
in f la t io n  ta k e n  in to  a c c o u n t  there  w a s  an  i n c r e a s e ,  a n d  
p ro b a b ly  in  th i s  f in a n c ia l  y e a r  e x p o r t s  w i l l  r i s e  to n o t  v e r y  
f a r  s h o r t  of 8 m i l l io n ,  w h ich  is m o r e  th a n  double  in  two y e a r s .  
T h en , we can  s ay  th a t  d e s p i te  a d v e r s e  f a c t o r e s ,  the  c o m p an y  
h a s  a t  l e a s t  b e e n  in  a  p o s i t io n  to m a in ta in  i t s  p o s i t i o n ,  an d  to 
im p r o v e  i t  b y  i n c r e a s i n g  e x p o r t s , "
How f a r  the p e r f o r m a n c e  of the  B r i t i s h  e c o n o m y  in  the  l a s t  
th r e e  y e a r s  (1973 /75 )  h a s  a f fe c te d  the  c o m p a n y  a n d  i t s  
e x p o r t s  p l a n s ,  e s p e c ia l l y  to  the  E E C .
a) T he  D e v a lu a t io n  of the £ :
A lthough  i t  h e lp ed  e x p o r t  i t  d id  i n c r e a s e  th e  c o s t  b i l l  of the  
im p o r te d  m a t e r i a l ,
b) In f la tio n
A lthough  the la b o u r  in f l a t io n a r y  w ag es  w e r e  r e s t r i c t e d  in  1975, 
and  in  1976 in f la t io n  r a t e  w a s  h ig h  enough to  e f fe c t  t h e i r  c o s t s .  
T h e s e  f a c t o r s  a f fe c te d  the  c o m p e t i t iv e  p o s i t io n  of the co m p an y ,  
h o w e v e r  th ey  have  m a n a g e d  to  k eep  the s a m e  p r i c e  f o r  the  l a s t  
18 m o n th  s j
In the m e a n t im e  in f la t io n  e f fe c t s  h av e  b e e n  c o m p e n s a te d  by the 
r a t e  of the  d e v a lu a t io n  of the  £ , b u t  s o m e t i m e s ,  they  have  to 
p a s s  i t  to  t h e i r  c u s t o m e r s .
T h e  C o m p an y , the  E E C  an d  the  F u tu r e
We quote  "A bou t the  fu tu re  in  I r e l a n d  the  co m p an y  is  t ry in g  to 
m a in ta in  i t s  p o s i t io n .  In G e r m a n y  i t  is  h a v in g  s o m e  d i f f ic u l t i e s ,  
b u t  th e  t a r g e t  fo r  the  o th e r  3 g ro u p s ,  B e n e lu x ,  F r a n c e  an d  
D e n m a r k  i s  to i n c r e a s e  s a l e s . "
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ECO N O M ICS O F  SCA LES
A b i l i ty  to u s e  a  l a r g e r  p la n t  a t  a lo w e r  c a p i t a l  c o s t  
T h e  c o m p an y  e x p e r ie n c e d  th is  in  th e  F a b r i c  D iv is io n  w hen  th e y  
in je c te d  new c a p i t a l  in the  w e f t  knitting  s e c t io n ,  th a t  they  
w e re  ab le  to  o b ta in  e c o n o m ic s  of s c a l e .
L o n g e r  P r o d u c t i o n  R u n s
T h e  only  s e c t io n  w h e r e  th ey  can  a c h ie v e  the  e c o n o m ie s  of s c a le  
by  lo n g e r  p ro d u c t io n  r u n s  is  in  the  p r in t in g  s e c t io n .  T h e  m o re  
th e y  c an  p r i n t  out of c lo th  f r o m  one m a c h in e  s e t t in g  the  m o re  
e c o n o m ie s  a r e  a c h ie v e d .
E c o n o m ie s  of B u lk  B uying : -
T h e  c o m p an y ,  b e c a u s e  of i t s  p u rc h a s in g  p o l ic y ,  e x p e r i e n c e d  th a t  
f o r m  of e co n o m y  of s c a l e .
G r e a t e r  S p e c ia l i s a t io n  of L a b o u r :-
T he  s e a s o n a l  n a tu r e  and  th e  n a tu r e  of t h e i r  o p e r a t i o n s  d o es  
d ic ta te  the  type  of la b o u r  e m p lo y e d ,  u n s k i l l e d ,  s e m i - s k i l l e d ,  
and  h ig h ly  s k i l l e d .  So, the e c o n o m ie s  w hich  th e y  a c h ie v e  e x i s t s  
only in  a  c e r t a i n  c a te g o r y .
M a rk e t in g  E c o n o m ie s ,  i . e .  S h a r in g  A d v e r t i s e m e n t s  P r o m o t io n  
C o s ts  e tc .
T h e  co m p an y  d o e s  e x p e r ie n c e  th a t  f o r m  of e c o n o m ie s  of s c a le  
w ith in  d i f f e r e n t  p r o f i t  c e n t r e s .
A b i l i ty  to A c h iev e  T e c h n ic a l  E c o n o m ie s  b y  l in k in g  to g e th e r  
p r o c e s s  in one p ro d u c t io n  u n i t
In so m e  p ro d u c t io n  l i n e s ,  the co m p an y  w e r e  ab le  to  o b ta in  
th a t  f o r m  of eco n o m y  of s c a le ,  s u b je c t  to the  n a tu r e  of the  
o p e ra t io n s  in  the  p ro d u c t io n  l in e s .
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B e t t e r  d i s t r i b u t io n  f a c i l i t i e s .
T h e  co m p an y  i s  t ry in g  to  e c o n o m ise  in f r e ig h t  c o s t s ,  an d  to 
f in d  su i ta b le  m e a n s  w h ich  can a c h ie v e  b o th  d e l iv e r y  t a r g e t s  and  
c h e a p e r  c o s ts .
E F F IC IE N C Y
Im p r o v e d  le v e l  of ou tpu t p e r  m a n .
T h e  co m p an y  h a s  n o t im p r o v e d  i t s  p ro d u c t iv i ty  in  the l a s t  t h r e e  
y e a r s  b e c a u s e  p ro d u c t io n  i s  n o t  adways c o n s ta n t .  T h e  e f f ic ie n c y  
r a t i o  d epends  on the  p r in t in g  s ty le  in  p r o c e s s  an d  the w a s ta g e s  
t h a t  o c c u r ,  th is  d i f f e r s  f r o m  one p r in t in g  to  a n o t h e r . " T h i s  e x p la in s  
the  f lu c tu a t in g  in  our p r o d u c t iv i ty  r a t e , "
G e n e r a l  co m m  ent;
T h e  b e n e f i t  to  T o o ta l  F a b r i c  D iv is io n  h a s  b e e n  th e  o p p o r tu n i ty  
to  get in v o lv ed  in  a  l a r g e  h o m e  t r a d e  m a r k e t  e f f e c t iv e ly .  A n  
o p p o r tu n i ty  w h ich  th ey  h a v e  s e iz e d  and in  the  m o s t  p a r t  b e n e f i te d  
f r o m .  T h e y  h av e  b e en  h e lp e d  in  th is  n o t  only f r o m  the ch ange  of 
p sy c h o lo g y  in t h e i r  own c o m p an y ,  b u t  a l s o  b e c a u s e  of 
p s y ch o lo g y  of the  E E C  n a t io n a ls  w ith  w h o m th ey  h av e  to t r a d e .  
T h e y  b e n e f i te d  by ch an c e  f r o m  the  d e v a lu a t io n  of the  £ , and  a l s o  
by  the  r e d u c t io n  in  t a r i f f .
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TH E E X P O R T  P E R F O R M A N C E  
O F TH E COMPANY
F r o m  J a n .  1971 to  D e c .  1975
1971 - 1975 P e r c e n t a g e  o f  the  i n c r e a s e
T o ta l  E x p o r t  67%
of w hich
E x p o r t s  to the  E E C  
C o u n tr ie  s 120%
CASE STUDY N o. 20 
COM PANY: W elton  B a g s  C o .  L td .
LO CA TION : M id s o m o r ,  N o r to n ,  B a th  
C O N T A C T : W . P .  S m ith^S a les  M a n a g e r
W e lto n  B a g s  C o . L td .
M id s o m o r  N o r to n  (Bath)
B a c k g ro u n d
It w a s  a  p r iv a t e  co m p an y  b u t  now b e lo n g s  to  a  g ro u p ,  a n d  
i s  a  l im i t e d  c o m p an y .  T h is  w a s  f o r m e d  in  1937 ,
In 1920 i t  w a s  s t a r t e d  by  tw o peop le  a s  a  m a n u a l ly  o p e r a te d  
p r in t in g  shop .
T h e  m a in  a c t iv i ty  is  p a c k a g in g  in  th e  c a r r i e r  b a g s  f ie ld .
T h e  p r o d u c t s  a r e :  p a p e r  b a g s ,  p o ly th e n e  b a g s ,  p a p e r  c a r r i e r  
b a g s ,  a n d  p o ly th e n e  c a r r i e r  b a g s  and  s h e e t s .
M a in  A r e a s  of M a rk e t in g :
T h e  UK i s  th e  m a in  m a r k e t in g  a r e a .  T h e y  e x p o r t  to  N ig e r i a ,  
the  W e s t  In d ie s ,  C ey lo n ,  an d  to  C a n a d a .  T o ta l  e x p o r ts  c o m e  
to  5% of the  to ta l  s a l e s ,
C h a n n e l  of S a le s :
4 o r  5 of t h e i r  c u s t o m e r s  r e p r e s e n t  50% of t h e i r  to t a l  s a l e s ,  
th e y  d e a l  w ith  th e m  on a d i r e c t  s a l e s  b a s i s .  T h e  r e s t  a r e  
d e a l t  "with th ro u g h  a g e n ts ,  m e r c h a n t s ,  a n d  s t a t i o n e r s .  T h e y  
do n o t  h a v e  s a le s  r e p r e s e n t a t i v e s .  The s a l e s  m a n a g e r  an d  the 
M .D .  d e a l  w ith  the  c o m p la in t s  of t h e i r  c u s t o m e r s .
M a r k e t  and  s a le s  f u n c t io n s : -
T h e  s a m e  w o r k f o r c e  do bo th  jo b s ,  b u t  on ly  t h r e e  p e o p le  a r e  
in v o lv e d .
A new  m a r k e t ,  if  i t  s e e m s  to  h av e  g r e a t  p o te n t ia l ,  w i l l  r e c e i v e  
the  c o m p le te  a t te n t io n  of the  s a l e s  f o r c e .
C o m p e t i to r  s : -
T h e y  do fa c e  f i e r c e  c o m p e t i t io n .  T h e r e  i s  a  f e d e r a t io n  fo r  th e i r  
b u s i n e s s ,  c o n s i s t in g  of 150 m e m b e r s .  T h e  p a p e r b a g  m a r k e t  h a s
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b e e n  a d e c l in in g  m a r k e t  fo r  five  y e a r s .  E v e ry b o d y  h a s  b e e n  
r e d u c in g  p r i c e s  an d  the G e r m a n  c o m p a n ie s ,  who a r e  in  th is  c o u n t ry ,  
t r i e d  to ta k e  a d v an tag e  of th e  s i tu a t io n .
T h e r e  a r e  o th e r  fo r e ig n  c o m p a n ie s  w o rk in g  h e r e  th ro u g h  a g e n ts .
One of th e s e  m a in  c o m p e t i t o r s  i s  a  F r e n c h  c o m p an y  w ith  a g e n ts  
in  die UK, G e r m a n y ,  and  B e lg iu m . T h e i r  p r i c e s  a r e  v e r y  
c o m p e t i t iv e  in  c o m p a r i s o n  w ith  the  c o m p a n y 's  and  th ey  h a v e  th e  
a d v a n ta g e  o f  r e d u c in g  c o s t  t h r o u ^  v o lu m e .
P r i c i n g  P o l i c y
It i s  d i c t a t e d  b y  w h a t  th e  m a r k e t  i s  ab le  to  b e a r ;  t h e i r  p o l ic y  
w o rk e d  on c o s t  p lu s  b a s e .  In the l a s t  t h r e e  y e a r s  th e  in p u t  
p r i c e s  w e r e  chang ing  v e r y  r a p id ly ,  so p r i c e  fo l lo w ed  s u i t ,  
r e a l l y  u n c o n t r o l le d .
T h e y  in c r e a s e d  an d  d e c r e a s e d  due to  the  s h o r t a g e s  o r  s u r p l u s e s  
in  the m a r k e t .
P r i c i n g s  w e r e  d e te r m in e d  w ith  e a c h  o r d e r ,  a c c o rd in g  to  th e  c o s t s  
o c c u r r e d .
C a p a c i ty ;
T h e y  now have  s p a r e  c a p a c i ty .  T h r e e  y e a r s  ago  th ey  w e r e  in  
two s h i f t s ;  now they  w o rk  in  s in g le  s h i f t s .  A t  the  m o m e n t  t h e r e  
i s  an unf or s e e n  b o o m  in  t h e i r  b u s i n e s s ,  so , they  do n o t  a n t ic ip a te  
u s in g  the  s p a r e  c a p a c i ty  in  th e  n e a r  f u tu r e .  T h ey  a r e  h o p in g  th e i r  
c u s t o m e r s  w i l l  s t a r t  b u i ld in g  up th e i r  s to c k s  a g a in .
S p e c ia l  f e a t u r e s  the  com p an y  p o s s e s s :
P a t e n t s :  T h e y  a r e  c o v e r e d  b y  p a te n t s  r e g a r d i n g  the  m a c h in e s
u s e d  to  p r o d u c e  s p e c ia l  b a g s .
T h e  only i t e m  w hich  i s  p a te n t  in  th e i r  p r o d u c ts  i s  the d e s ig n  o f the  
b a g s  w h ich  is  u n iq u e .
3 .
M o n o p o l is t ic  cond ition : I t  i s  a  h igh ly  c o m p e t i t iv e  m a r k e t  bu t
o c c a s io n a l ly  th ey  p ro d u c e  a c a r r i e r  b a g  w h ic h  sw e e p s  th e  m a r k e t .
E x p e r i e n c e :
T h e i r  p a s t  e x p e r ie n c e  p la y s  a v e r y  i m p o r t a n t  r o le  in  th e i r  t r a d e  
e s p e c i a l l y  on th e  p r in t in g  s id e .  T h e i r  la b o u r  f o r c e  an d  m a n a g e m e n t  
a r e  a s s e t s  in  t h e i r  s u c c e s s .
G ro w th  of th e  S a le s  and  in v e s tm e n t :
T h e y  a r e  ex p an d in g  t h e i r  s h a r e  in  th e  t r a d e .  In  1969, th e  
t u r n o v e r  w a s  £ 7 0 0 ,0 0 0 ,  i t  i s  now c lo s e  to  £ 4 m .
T h e i r  g ro w th  in  in v e s t m e n t s  i s  a b o u t  12% a y e a r .  T h ey  
h a v e  n e a r l y  d o u b led  th e i r  s iz e  in  th e  l a s t  9 y e a r s .
P r o d u c t i v i ty
I t  h a s  b e e n  d ec l in in g  in  the p a s t  fo u r  y e a r s ;  b a s ic a l ly  b e c a u s e  
th e y  d id  not ta k e  a d v an ta g e  of the  b o o m  th r e e  y e a r s  ago  (1973).
R  & D .
It i s  d i c t a t e d  v e r y  m u c h  by  w h a t  the  c u s t o m e r s  a r e  lo o k ing  f o r .  
O c c a s io n a l ly  th e y  th in k  of a new  l in e ,  fo r in s ta n c e  th e y  in t r o d u c e d  
r e c e n t l y  a h ig h  p r i c e d  p o ly th e n e  c o a te d  c a r r i e r  b a g ,  and  th ey  
e x p e c t  th a t  the d e m a n d  for i t  w i l l  i n c r e a s e .  H o w ev er  th ey  r e c e i v e d  
on ly  two o r d e r s  f r o m  a c u s to m e r  who l ik e d  i t .  T h e y  b e l ie v e  th a t  
t h i s  i s  due to  the  eco n o m ic  s i tu a t io n .
C u s t o m e r s  tend  to  fa v o u r  c h e a p e r  p r o d u c t s .
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T H E  CO M PA N Y  AND T H E  E E C
A) G e n e r a l  V iew
T h e  co m p an y  h a s  n o t  m a d e  any  s t ro n g  e f f o r t s  to  g e t  in to  
the  C o m m o n  M a r k e t ,  One of the  m a in  r e a s o n s  fo r  th i s  i s  
th a t  p r o d u c t s  in  t h e i r  a r e a  a r e  co m in g  in to  th is  c o u n t ry  f r o m  
E u r o p e  a t  a  lo w e r  p r i c e  th an  th ey  can  r e t a i l  t h e i r  p ro d u c e .
T h e  du ty  h a s  gone up r e g a r d in g  E F T A  C o u n t r i e s  b u t  e v e n  s o  
N o rw a y ,  i s  s t i l l  ab le  to g e t  b e t t e r  p e r c e n t a g e i n  th e  N o r th e r n  
I r e l a n d  m a r k e t  th a n  the com p  any T he  N o rw e g ia n s  a r e  ab le  
to  s e l l  a t  10-15% l e s s  th an  the  c o m p a n y  c a n ,
G e r m a n y  i s  s t i l l  ab le  to  m a k e  h e av y  p r i c e  c u t s .  T h e  com pany  
w o u ld  n o t  b e  a b le  to e x p o r t  to  then^  u n le s s  th e  d e m a n d  in  
G e r m a n y  g o es  up to  su ch  an ex ten t  th a t  p r i c e s  r i s e ;  th en  th e y  
m ig ^ t  be a b le  to  c o m p e te .  W hen the d e m a n d  in  the UK m e e t s  
the  l e v e l  of t h e i r  p ro d u c t io n  c a p a c i ty ,  t h e r e  w i l l  b e  n o  p o in t  
in  t ry in g  to  p e n e t r a t e  th e  E E C ,  T h e i r  p r e s e n t  p ro d u c t io n  
c a p a c i ty ,  j u s t  m e e t s  the  d e m a n d  in  t h i s  c o u n t ry  so  th e y  have  
v e r y  l i t t l e  s p a r e  c a p a c i ty .  T h e r e  i s  s o m e  s p a r e  c a p a c i ty  
in  p a p e r  bag  m a n u f a c tu r e  b u t  t h i s  i s  t r u e  of th e i r  G e r m a n  
r i v a l s  a s  w e l l .  T h is  i s  due to  a  sh i f t  in  d e m a n d  f r o m  p a p e r  
to  P o ly th e n e  b a g s .  M an y  c o m p a n ie s  h a v e  b e e n  cu tt in g  p r i c e s ,  
so  m a r g i n s  a r e  v e r y  s m a l l .
If th e  co m p an y  d e c id e s  to e x p o r t  p a p e r  b a g s ,  i t  in e v i ta b ly  l e a d s  
to  l o s s e s .  H o w ev e r  th i s  w ould  k e ep  t h e i r  m a c h in e s  go ing , an d  
t h e i r  v a s t  i n v e s t m e n t  in  e q u ip m e n t  w ould  n o t be  id l^ .  T h is  s p a r e  
c a p a c i ty  c r e a t e s  a  n e e d  to  p e n e t r a t e  th e  E E C  m a r k e t ,  b u t  
a l s o  f o r e s t a l l s  i t .  If th ey  cou ld  r e c o g n i s e  a  long  t e r m  t r e n d  
in  e x p o r t  to  the  E E C ,  i ,  e ,  i f  th e y  r e c e i v e d  o r d e r s  f r o m  a 
c e r t a i n  c o m p an y ,  w h ich  they  w e r e  s u r e  w ould  be m a in ta in e d  
fo r  so m e  y e a r s ,  the  co m p an y  w ould  be  h ap p y  to  p e n e t r a t e  th e  
m a r k e t .  F o r  e x a m p le ,  th e y  h a v e  b e e n  d e a l in g  w ith  " M a r k s
5.
an d  S p e n c e r "  fo r  a  c o n s id e r a b le  n u m b e r  of y e a r s .  A lth o u g h  
th e y  s o m e t im e s  lo s e  f r o m  som e of th e i r  o r d e r s ,  W elto n  a r e  
p a r p a r e d  to  a c c e p t  th i s  in  o r d e r  to  m a in ta in  t h e i r  c o n t r a c t s .
T h e y  have  one c u s to m e r  in  th e  C o m m o n  M a r k e t  c a l l e d  
" M e d i ta c " ,  T h e y  w e r e  p a s s i n g  o r d e r s  to  the c o t rp a n y  w o r th  
£500 ; c u r r e n t l y  t h e i r  o r d e r  i s  w o r th  £ 1200, I t  in v o lv es  a  
w hole  r a n g e  of p r o d u c ts  f o r  h o s p i ta l s .  T h e y  w i l l  keqp buy ing  
f r o m  th e m  a s  long a s  p r i c e s  a r e  s u i ta b le .  P r i c e s  a r e  th e  
m a in  f a c to r  in  t h e i r  d e a l in g s .  If th e y  co u ld  g e t  c o n t r a c t s  in  
the  E E C  of th a t  k ind , th e y  w ou ld  p r o c e e d  w ith o u t  an y  h e s i t a t io n ,  
b u t  s i x  m o n th s  w o r th  of b u s in e s s  w ould  n o t  be  e c o n o m ic a l ly  
w o r th w h i le .  T h e y  h a v e  to be  s u r e  th a t  th e y  a r e  going to  have 
a t r e n d  of d e m a n d  w h ich  c a n  b e  m a in ta in e d .
T h is  i s  a lw a y s  t r u e ,  ev en  in th i s  c o u n t ry .  If th e y  a r e  c e r t a i n  
th e y  a r e  going to  h o ld  b u s in e s s ,  th e y  w i l l  a c c e p t  i t .  T h e y  
a r e  n o t  p ro d u c in g  a  u n iq u e  p ro d u c t  but a w id e  r a n g e  of p r o d u c t s ,  
an d  c e r t a i n l y  th e y  a r e  n o t  the  only c o m p an y  who a r e  c a p a b le  
of p ro d u c in g  th i s  r a n g e .  E v e r y  i t e m  th ey  p ro d u c e  could  be 
p ro d u c e d  by o th e r  c o m p a n ie s  a t  a  d i f f e r e n t  p r i c e ,  i t  w o u ld  
t h e r e f o r e  b e c o m e  a  q u e s t io n  of f in d in g  a n o th e r  u se  f o r  th e  
p r o d u c t .  A n o th e r  th in g  w ould  be  to  s e l l  the  p r o d u c t  in  E u r o p e  
e i th e r  by  a d v e r t i s i n g  o r  by  v i s i t in g  o u t le t s  in  a n  a t t e m p t  to  p ic k  
up the  odd o r d e r .  H e r e  th e y  m u s t  c o n s id e r  i f  the  t r a v e l  is  w o r t h ­
w h i le ,  F o r  i n s t a n c e  the  s a l e s  m a n a g e r  w e n t  to  A u s t r i a  2 y e a r s  
ago  to  buy  p r o d u c t s .  W hile  he  w a s  t h e r e ,  he  t r i e d  to  find ou t i f  
he  co u ld  s e l l  s o m e  s t e r i l i s a t i o n  b a g s .  He g o t  th e  o r d e r ,  a n d  th e y  
r e c e i v e d  the  b a g s ,  b u t  i t  took  the  co m p an y  9 m o n th s  to  o b ta in  
t h e i r  m oney , an d  th e y  h av e  no t h e a r d  a g a in  f r o m  the  f i r m .
T h e  b e s t  th in g  th ey  can  do in  the E E C  is  to g a in  t r a d e  th ro u g h  
a d v e r t i s i n g . T h e y  h av e  a l r e a d y  put a d v e r t s  in  a  p u b l ic a t io n  c a l l e d  
" E x p o r t  c a l l e r  ", h o w e v e r  i t  i s  qu ite  e x p e n s iv e .  In the  f i r s t  one  
th e y  p u t  th e i r  a g e n t ' s  n a m e ;  in  th e  s e c o n d  th e  co m p an y * s .  T h e y
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h a d  no  e n q u i r i e s  f r o m  th e  f i r s t  o n e .  A f te r  th e  s e c o n d  one , 
th e y  r e c e i v e d  e n q u i r i e s  f r o m  A f r i c a ,  the  W e s t  In d ie s ,  th e  
r e s t  of th e  w o r ld ;  b u t  no n e  f r o m  E u r o p e ,  T h is  m a y  b e  b e c a u s e  
th e  c o m p a n ie s  p r o d u c ts  h av e  a u n ique  c h a r a c t e r i s t i c ,  a l th o u g h  
th e y  do p r o d u c e  a  h igh  q u a l i ty ,  good c l a s s  of p r in t in g  w h ic h  cou ld  
be  c o n s id e r e d  the c h e a p e s t  in  th e  m a r k e t .  P o s s i b l y  w h a t  i s  w a n te d  
i t  f o r  co m p an y  r e p r e s e n t a t i v e s  t o  g o  out s e a r c h in g  f o r  o r d e r s .  
H o w ev e r  th e y  w o u ld  be c o m p le te ly  u n ab le  to  lo w e r  p r i c e s  to  m e e t  
th o s e  of any c o m p e t i t o r .  One of th e  d i s a d v a n ta g e s  of b e in g  a 
s p e c i a l i s t  i s  th a t  if any  c h an g e s  happen  in  a  p a r t i c u l a r  m a r k e t ,  
th e  s p e c i a l i s t  m ig h t  find i t  d if f ic u l t  to ad ap t .  F o r  e x a m p le  
p a p e r  p a c k s  i s  a  h ig h ly  s p e c i a l i s e d  f ie ld  in  t h i s  c o u n t r y .  T h e y  
w e r e  m a d e  in  two o r  t h r e e  s i z e s ,  an d  o v e r  th e  l a s t  tw o y e a r s ,  
due to  a  change  in  d e m a n d ,  m a n u f a c t u r e r s  o f  p a p e r  p a c k s  c a m e  
v e r y  c lo s e  to  b a n k r u p tc y .  One of t h e m ,  w ho e m p lo y s  o v e r  a  
th o u s a n d  p e o p le ,  r e d u c e d  t h e i r  w o r k f o r c e  to  100 a s  th e y  saw  
th a t  d e m a n d  w a s  n o t  en o u g h  to  e m p lo y  su ch  n u m b e r s .  T h ey  a l s o  
c u t  down on a n y  l in e  w h ich  d id  n o t  p a y ,
W e l to n  s ay  t h a t  i f  th e y  find  a c u s to m e r  a b r o a d  who c an  buy  th e s e  
k in d  of p r o d u c t s ,  l ik e  "M  & S "  a n d  H a r r o d s ,  th ey  w i l l  be 
h a p p y  to  supp ly  th e m .  H o w e v e r ,  fo r  t h e i r  l in e  of p r o d u c t s  
i t  i s  b e t t e r  if the  c u s to m e r  i s  n e a r  to  th e m .  T h e y  can  e a s i l y  
o r d e r  s o m e th in g ,  h av e  i t  a l t e r e d  an d  r e c e i v e  i t  in  the  t im e  
r e q u i r e d .  I t  i s  d if f icu l t  to  do t h a t  in  i n t e r n a t io n a l  t r a d e ;  the  
c u s t o m e r s  a b r o a d  la c k  the f le x ib i l i ty  t o  c a l l  the  c o m p an y  o v e r  
n ig h t  to r u s h  a n  o r d e r  o r  c a n c e l  i t .  In t h e i r  t r a d e  the c u s to m e  r  
m u s t  lo o k  a b r a o d  fo r  t h e i r  m e r c h a n d i s e  only  i s  w h a t  is  
o f f e r e d  a b r o a d  i s  so c h e a p ,  o r  th e  goods u n iq u e .  T h e y  h a v e  
to  find  a l a r g e  c u s to m e r  a b r o a d  to m a k e  the  f o r e ig n  d e a l in g s  
w o r th w h i le .
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B) . T h e  p r e p a r a t i o n  fo r  th e  M a r k e t  (E E C )
" I t  i s  o v e r  th r e e  y e a r s  s in c e  B r i t a i n  jo in e d  the  C o m m o n  
M a r k e t , ' 'S i n ce th a t  d a te ,  th ey  h a v e  n o t f o r m e d  any p o l ic y  
to  p e n e t r a t e  th a t  m a r k e t .  A g a in  i t  d e p e n d s  on  the  p o te n t ia l  
c u s t o m e r s  t h e r e .  If th e y  do n o t  e x p e c t  c o n s ta n t  a n d  s te a d y  
o r d e r s  f r o m  th e  E E C  m a r k e t ,  th ey  b e l ie v e  i t  i s  n o t  w o r th  
t r y i n g .
E v e n  so, th e y  have  p la c e d  so m e  a d v e r t s  in  so m e  F r e n c h  and  
G e r m a n  m a g a z in e s .  It w a s  v e r y  e x p e n s iv e  a n d  a l l  th ey  
o b ta in e d  w a s  one o r d e r  w o r th  £ 1 5 0 ,  So, th i s  d id  n o t  p a y .
T h e  r e a s o n s  f o r  th a t  i s  the  n a t u r e  of t h e i r  p r o d u c t s  w h ich  
b e in g  b a s i c a l l y  p a c k a g in g  p r o d u c t s  can u s u a l ly  be bought 
lo c a l ly .
T h e y  a l s o  a p p o in te d  an ag en t  in F r a n c e ,  b u t  t h e i r  e x p e r ie n c e  
w ith  h i m  w a s  n o t  s a t i s f a c to r y  b e c a u s e  of the p r i c e  p o l ic y  w h ic h  
he  w a n te d  to  p u r s u e ,
C) T h e  r e s t r u c t u r e  of the  s a le s  an d  th e  m a r k e t in g  fu n c t io n s  
I q u o te :"W e  h av e  done no th in g  in th a t  r e s p e c t ,  w e être a  s m a l l  
c o m p a n y ,  th e  two fu n c t io n s  (M a rk e t in g  a n d  S a le s )  a r e  l in k e d  
t o g e th e r .  T he  lab o u r  f o r c e  en g ag in g  in  th e m  c o n s i s t s  of two 
p e o p le  a n d  the  M, D, "
D) B a r r i e r s  to  e n t r y  o th e r  th a n  t a r i f f s  in  th e  c o m p a n y 's  c a s e :  
T h e s e  do no t a p p ly  to t h e i r  p r o d u c ts  ( i . e .  N a t io n a l  f e e l in g s .  
S ta n d a r d s ,  G o v e r n m e n t  p u r c h a s in g  a n d  l e g i s l a t i o n ) .  T h e  
only  b a r r i e r  th e y  e x p e r ie n c e  is  th e  p r i c e  f a c t o r ,  w h ich  th e y  
c o u ld  n o t  m e e t  in  so m e  of the  E E C  c o u n t r i e s ,  e s p e c ia l l y  f r e ig h t  
e x p e n s e s  a r e  ta k e n  in to  a c c o u n t .  T h e s e  s o m e t im e s  co m e  to  h a l f  
the  p r i c e  of the  p r o d u c t .
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E f f o r t s  fo r  the N ew  M a r k e t ,  an d  the a c h e iv e m e n t s  a h e a d : - 
T h e y  have  b e e n  a p p ro a c h e d  by  a n u m b e r  of a d v e r t i s i n g  
o r g a n i s a t i o n s  to  a d v e r t i s e  in  th e i r  p u b l ic a t io n s .  One of th e m  
w a s  the  "C o m m o n  M a r k e t  T e le p h o n e  D i r e c t o r y " ,  W ith  the  
h ig h  c o s t s  th ey  c a m e  to the c o n c lu s io n  th a t ,  w ith o u t  any 
g u a r a n te e  o f  r e s u l t s ,  i t  w a s  too  p ro h ib i t iv e  a s  only a 
l im i t e d  n u m b e r  of p e o p le  w o u ld  s ee  the  a d v e r t i s e m e n t .  O v e r  
the  l a s t  s ix  m o n th s  th e y  have  done £ 7 0 0 0  t u r n o v e r  in  th e  
C o m m o n  M a r k e t  a r e a  in  t e r m s  of s m a l l  j o b s .  T h e r e  a re  a l s o  
s e v e r a l  l a r g e  c o n t r a c t s  w o r th  £ 60 , 000, T h e  m a in  one i s  in  
C a n a d a ,  t h e r e  i s  a  £5000  c o n t r a c t  in  H ong  K ong , a n d  one  
w o r th  £2000  in  S in g a p o re ,  T h e  co m p an y  q u o te d  a  s u i ta b le  
p r i c e  and  th ey  b o u g h t.  T h e  C a n a d ia n  o r d e r  i s  the  on ly  one, 
w h ic h  the  c o m p a n y  a n t i c ip a te s ,  w il l  co n tinue  u n t i l  a  c h e a p e r  
w a y  i s  found to  m e e t  t h e i r  d e m a n d s ,
W e l to n 's  d e a l in g s  w ith  th e  C o m m o n  M a r k e t  c o u n t r i e s  
d e p en d s  on the p o te n t ia l  c u s to m e r s  th ey , f in d  w ho a r e  w il l in g  
to  buy on a con tinuous  b a s i s ,  l ik e  M a r k s  & S p e n c e r  in  th e  
UK,
T h e y  do not f in d  p ro m o t in g  by  a d v e r t i s in g  a  s u c c e s s f u l  w a y ,  
a s  any  c u s to m e r  r e q u i r i n g  b a g s ,  fo r  e x a m p le ,  w i l l  go f i r s t  to 
the  lo c a l  m a n u f a c t u r e r .  T h e y  h av e  no p la n s  to s e t  up any 
p la n ts  in  the  E E C  c o u n t r ie  s, a l t h o u ^  th e y  h a v e  c o n s id e r e d  i t .  
T h e  f in a n c e  th e y  w ou ld  n e e d  i s  the  p r o h ib i t in g  f a c t o r .
L ook ing  A head
A) P o te n t i a l  a c t i v i t i e s :
I quo te : " U n le s s  th e  com pany  d e c id e s  to  buy  a n o th e r  c o m p a n y ,
I c a n n o t  see any  change  in  e x p a n s io n  o u ts id e  the  p r o d u c t s  w e 
p r o d u c e .  It m ig h t  h ap p en  th a t  so m eb o d y  t a k e s  u s  o v e r  a n d , in je c t s  
£ 1 m  in to  the  c o m p a n y .  In th a t  c a s e  we m ig h t  th in k  of sp en d in g  in  
the  E E C  M a r k e t , "
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B) P o te n t i a l  c o m p e t i t io n :"
T h e y  b e l ie v e  t h e r e  i s  a lw a y s  a  p o s s ib i l i ty  th a t  A m e r i c a n  o r  
E u r o p e a n  c o m p a n ie s  cou ld  b u y  in to  the  UK a n d  e s t a b l i s h  a 
s u b s id ia r y  in  t h e i r  f ie ld  of p r o d u c t s .
T h e  t u r n o v e r  an d  E x p o r t  in  1973 -1975 (£ 000):
T u r n o v e r :  1973 1974 1975
2, 000 2 ,5 0 0  3 ,7 5 0
E x p o r t s :  E x p o r t  f ig u r e s  a r e  5% m o r e  in  the  y e a r  1975.
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C O M PA O T : R e d c l i f f l n k s  
L O C A T IO N : Y a te ,  B r i s t o l
C O N T A CT : J . A .  STROP HAIR, S a le s  & M a rk e t in g  M a n a g e r .
R e d c l i f f  L iks, "Y a te ,  B r i s to l "  - D .R .  G ro u p  
B a c k g ro u n d
T h ey  a re  p a r t  of the  D .R .  G ro u p , B r i s t o l .  G e n e r a l ly  the  g ro u p , 
a l th o u g h  o r i e n te d  on a c e n t r a l  b a s e ,  s p l i t s  u p  f o r  m a r k e t in g  
p u r p o s e s  in to  a  v a r i e t y  of s e c t io n s  as p r o f i t  c e n t r e s .  T h e s e  a r e  
p a r t  of DRG P a c k a g in g .
R e d c l i f f  Inks  a r e  d i f f e r e n t  f r o m  the o th e r  s i s t e r  c o m p a n ie s  in  
the  g ro u p ,  due to  the s p e c if ic  n a tu r e  of t h e i r  p r o d u c t s .
T h e  R e d c l i f f  In k s  p ro d u c e  only  v a r n i s h  an d  l a c q u e r ,  b u t  the  
DR G ro u p  p ro d u c e  a  m u l t ip l ic i ty  of th in g s ,  m a n y  a r e  p r i n t s  
p r o d u c t s ,  b e c a u s e  DRG a r e  a  p a c k a g in g  c o n c e r n ,  DRG do n o t  
u s e  R e d c l i f f  In k s ,  b e c a u s e  th e i r  p ro d u c t  i s  s p e c i f i c ,  and they  
a r e  a  t in y  e l e m e n t  in the  DR G ro u p .
R e d c l i f f  Inks c o m p e te s  in the  open  m a r k e t  a g a in s t  e s t a b l i s h e d  
c o m p a n ie s  in  a  sp e c i f ic  f ie ld .  T h e r e  a r e  no t m a n y  p e o p le  in the  
p a c k a g in g - ih k  in d u s t ry ,  a p a r t  f r o m  n e w s p a p e r  ink w h ich  is  
r e g a r d e d  a s  s o m e w h a t  d i f f e r e n t ,  R e d c l i f f  Inks  a r e  s p e c i f ic  in 
th e i r  p r o d u c t s .
P r i m a r i l y  R e d c l i f f  Inks a r e  w o rk in g ,  and  a r e  i n t e r e s t e d ,  in  the  
m a r k e t in g  o p e ra t io n  in the B r i t i s h  I s l e s .  T h e y  do a s m a l l  a m o u n t  
to the C o m m o n  M a r k e t  c o u n t r ie s ,  an d  to N ig e r i a .
T h e  DRG c o m p a n ie s  w e re  a w a re  of the im p l i c a t io n s  of the  C o m m o n  
M a r k e t  and  h av e  m ad e  d i f f e r e n t  m o v es  to w a r d s  e s ta b l i s h in g  
th e m s e lv e s  on the  C o n tin e n t .  T hey  a c q u i r e d  a t r u s t  in a  F r e n c h  
envelope  co m p an y ,  and  p u r c h a s e d  a co m p an y  in  B e lg iu m  c a l l e d  
" T a s h i " .  T h e s e  w e re  a c q u i r e d  fo r  the  c o m p an y  to s p r e a d  a s  a 
g e n e r a l  m a r k e t  p r a c t i c e ,  and  a l s o  to  g ive  the  co m p an y  a foo tho ld  
in the E E C  M a r k e t .
R e d c l i f f  Inks e m p lo y s  100 p e o p le .  T he  G ro u p  e m p lo y s  27, 000 peop le  
T h e  h e a d q u a r t e r s  of the g ro u p  is  in  B r i s t o l .  T h e  R e d c l i f f  Inks  w as  
e s ta b l i s h e d  in 1948, and the  g ro u p  w as  e s t a b l i s h e d  150 y e a r s  a g o .
It s t a r t e d  a s  a t in y  en v e lo p e  f a c to r y .  I t  w a s  a f a m ily  c o n c e rn  
e s t a b l i s h e d  by "R o b in so n " .
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T h e i r  m a in  a r e a  of m a rk e t in g  i s  a t  B r i s t o l ,  b e c a u s e  the s i s t e r  
c o m p a n ie s  in  the  g ro u p 's  p r in t in g  ou tf i t  a r e  s i tu a te d  in  B r i s t o l .  
B u t  th e y  a r e  m oving  in to  L iv e rp o o l  on M e r s y s id e ,  w h e re  they  
h av e  a s m a l l  d ep o t .
In L ondon  and the S o u th - E a s t ,  th ey  have  p a p e r  bag c o m p a n ie s .
S p e c ia l  F e a t u r e s : -
L ic e n c e  and P a t e n t :-  T h e r e  a r e  one o r  tw o s p e c i f ic  p r o d u c t s  w h ich  
a r e  p r o t e c t e d  by  l ic e n c e  w h ic h  th e y  m a r k e t  fo r  o th e r  p e o p le .  T h e s e  
a r e  h o w e v e r  v e r y  few .
E x p e r i e n c e : - R e d c l i f f  Inks  i s  a s p e c i f ic  c o m p a n y .  T h ey  have  
te c h n ic ia n s  w ho n e e d  10 y e a r s  to g e t  to know th e i r  t r a d e ,  an d  the 
t r a d e  is  no t s t a t i c .  In  the  o ld  d ay s  p a ck a g in g  w a s  a p a p e r  p a c k  and  
c o lo u re d  p a p e r .  Now they  a re  u s in g  new  m a t e r i a l s  an d  new  d e s ig n s  
in the p a c k s ,  an  e x a m p le  i s  the  s w e e t  pack ,  i t  n e e d s  p a p e r ,  p o ly ­
th e n e ,  a lu m in iu m  fo il ,  and ink, th a t  is  fo u r  p a r tS w r a p p e r .
M o n o p o l is t ic  c o n d it io n s  : - T hey  h a v e  n o  m o n o p o l is t ic  c o n d i t io n s ,  
bu t  a r e  fa c in g  f i e r c e  c o m p e t i t io n ,  and  they  h o ld  t h e i r  m a r k e t  by 
th e i r  s e r v i c e s .  Only v e r y  r a r e l y  d o es  one in k  co m p an y  g e t  ah ea d  
of o th e r s ,  and  the o th e r s  u s u a l ly  c a tc h  up on the  m e th o d s  th is  
co m p an y  a c h ie v e d .
M ain  C o m p e t i t o r s : - C o a ts  B r o s , , F i s h b u r n ,  and  A llen b y , th e se  
a r e  th e i r  t h r e e  m a in  c o m p e t i t o r s .  T h e y  a r e  B r i t i s h  f i r m s ,  e x c e p t  
" C o a ts  B r o s "  w h ich  is  A m e r i c a n .
S h a re  of the M a rk e t :  - T h i s  is  too d if f ic u l t  to  e s t i m a t e .  T hey  a r e  
a t  the top of th e  se c o n d  d iv is io n ,  th e  l a r g e  c o n c e r n s  a r e  th o se  who 
supply  the  n e w s p a p e r s  and  p u b l i s h e r s .  B u t R e d c l i f f  Inks can  
s p e c ia l i s e  in  one or two a r e a s ,  and  hope to p r o v id e  a h igh ly
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t e c h n ic a l  s e r v i c e .  H o w e v e r ,  th ey  a r e  not a m a r k e t  l e a d e r  in  the  
f ie ld  they  a r e  in .
C h a n n e ls  of d i s t r i b u t i o n :-  T hey  u s e  a g e n ts ,  bu t a l s o  s e l l  d i r e c t ly  
to the p r i n t e r s .
P r i c i n g  P o l i c y :- T hey  h a v e  a  v e r y  f lex ib le  p r i c in g  p o l ic y .  T h e r e  
a r e  two l in e s  in  t h e i r  t r a d e .  One is  the  ‘b r e a d  and  b u t t e r ’ l i n e ,  
the  o th e r  is  s p e c i a l i s t .  T h e  l a t t e r  i s  one w hich  c an  be  p ro d u c e d  
th ro u g h  te c h n ic a l  know ledge, th a t  g iv e s  f r e e d o m  in d ec id in g  p r i c in g  
p o l ic y .  T he  c o m p e t i to r s  p r i c e s  a l s o  a r e  a guide f o r  th e m .
R  & D :-  The te c h n ic ia n s  in  t h e i r  b ig  l a b o r a to r y  a r e  th e i r  R  & D 
f o r c e .  T h ey  a r e  e s s e n t i a l  to the  t r a d e  they  a r e  in .
M a rk e t in g  and  S a l e s :-  T he  two fu n c t io n s  a re  done f r o m  th e i r  w o r k  
f o r c e .  T h e y  a r e  the s a le s  f o r c e ,  and  h an d le  the m a r k e t in g  fu n c tio n  
a s  w e l l .  T h e i r  s iz e  p r o h ib i t s  h av in g  two s e p a r a t e  fu n c t io n s .
C a p a c i ty  in  u se  : - T hey  a r e  h ead in g  a t  th i s  s ta g e  to  fu l l  c a p a c i ty ,  
o r d e r s  have  im p r o v e d  c o n s id e r a b ly  in  the l a s t  two m o n th s .
T h e  r e c e s s i o n  h a s  a f fe c te d  th e i r  c a p a c i ty ,  c u s t o m e r s  a r e  n o t  o r d e r ­
ing in a s  l a r g e  q u a n t i t ie s ,  so th e i r  m a c h in e s  h av e  no t b e e n  w o rk in g  
to fu ll c a p a c i ty .
B ra n d  n a m e  : - T h ey  a r e  t r y in g  to  id en tify  th e i r  p r o d u c ts  w ith  the 
l e t t e r s  "R . I . " ,  to b e c o m e  a f e a tu r e  on p a c k a g in g .  A n o th e r  th ing  
is  hav ing  in k s  fo r  a c e r t a i n  u s e .
P r o d u c t io n  t im e s  : - P r o d u c t io n  t im e s  a r e  ru n  a c c o r d in g  to the  
in d iv id u a l  o r d e r ,  e ac h  h a s  i ts  own r e q u i r e m e n t s  and  s e t  u p .
" M a r k s  & S p e n c e r"  i s  one of th e i r  d e a l e r s ;  R e d c l i f f  Inks a r e  t ry in g  
to m a in ta in  a good s e r v ic e  fo r  th e m , and  k eep  so m e  f in i s h e d  goods 
in s to re  as w e l l  a s  so m e  m a t e r i a l  " in k "  to  m e e t  a n t ic ip a te d  o r d e r s .
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T h ey  a re  ru n n in g  th e i r  p ro d u c t io n  l in e s  b y  o r d e r s ,  e x c e p t  fo r  
c a s e s  such  as th is .  T h is  is  b e c a u s e  c h an g e s  in  the  r e q u i r e m e n t  of 
o r d e r s  a lw ay s  o c c u r .
T h e  c o m p an y  and  the G r o u p : - T he  s i s t e r  c o m p a n ie s  buy th e i r  in k s ,  
an d  e x p e r i e n c e ,  f r o m  th e m  a s  th e i r  p r o d u c t  i s  a  sp e c i f ic  one .
T h e y  b e n e f i te d  f r o m  th e i r  c o n ta c ts ,  b u t  b e in g  one of the  D ic k e n s o n  
G ro u p  can  b e  a  d ra w b a c k  a s  they  a r e  su p p ly in g  ink  to the  c o m ­
p e t i t o r s  of t h e i r  s i s t e r  c o m p a n ie s .  So, th ey  h a v e  to  e s t a b l i s h  a 
g r e a t  d e g r e e  of c o n f id e n t ia l i ty ,  an y th in g  th ey  do f o r  c o m p e t i to r s  
w i l l  n o t  be  p a s s e d  to th e i r  s i s t e r  c o m p a n ie s .  Som e of th e  c o m ­
p e t i t o r s  of the  g roup  w i l l  no t d e a l  w ith  R e d c l i f f  Inks a s  they  a r e  
p a r t  of the  g ro u p .
T h e  s e r v i c e  p ro v id e d  to  t h e i r  in k  b u y e r s  is  h a m p e r e d ,  a s  t h e i r  
t e c h n ic ia n s  a r e  no t a l lo w ed  on the  sh o p f lo o r  a s  th ey  a r e  DRG m e n ,  
and  h a s  to  b e  r e g a r d e d  w ith  su sp ic io n  by c o m p e t i t o r s ,
P r  o f i tab i l i ty  : - T h e  p r o f i t  i s  b ad  b e c a u s e  of in f la t io n ,  the 
e s c a la t i o n  of c o s t s  o f  m a t e r i a l s .  T h a t  a f f e c t s  t h e i r  e f f ic ie n c y  in 
s e r v in g  the b u y e r s ,  b e c a u s e  to c a r r y  out t h e i r  s e r v i c e ,  th ey  have  
to have  a  b ig  t u r n o v e r .  In p r a c t i c e  th ey  s e l l  s o m e  of th e i r  p r o d u c t s  
a t  lo s s  to m a in ta in  c u s t o m e r s .
M a r k e t in g  o th e r  P r o d u c t s : - T h ey  m a r k e t  only  a  couple of i t e m s ,  
and th e y  do th a t  a s  a s e r v i c e  to the  c u s to m e r  ( e . g .  s p r a y s  to d r y  
inks)  T h is  i s  a m in im a l  s i tu a t io n .
M o d if ica t io n  of th e  p r o d u c t s : - T h ey  a r e  a lw ay s  m odify ing  th e i r  
p r o d u c t s .  T h ey  have  to , b e c a u s e  a ty p ic a l  p r in t in g  in k  m ay  co n ta in  
10-12  e le m e n ts  and  m u c h  c an  be  done by a l t e r in g  the  c o n s t i tu e n ts  
of the f in a l  in k .  T h is  is  n o t  j u s t  w ith  r e g a r d  to c o lo u r .
An e x a m p le  of m o d if ic a t io n s  n e e d e d  in  r e l a t i o n  to ' J a c o b s  C r e a m  
C r a c k e r s ' .  T h e  p a c k a g in g  co lo u r  is  o r a n g e ,  b a s e d  on b la c k  and 
y e llow  in k .  T h ey  did in v e s t ig a t io n s  on the u s e r s  of th e i r  b l a c k  ink 
and found th r e e  m a jo r  c o m p a n ie s  n e e d e d  d i f f e r e n t  b la c k  fo r  d i f f e r e n t
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h e a t  r e s i s t a n c e  p r o p e r t i e s .  So, th ey  m o d if ied  th e i r  p r o d u c t s  to  
m e e t  the r e q u i r e m e n t s  of e a c h ,  u s in g  th r e e  d i f f e r e n t  ink  ty p e s ,  
e a c h  w ith  s p e c ia l  f e a t u r e s  r e g a r d in g  h e a t  r e s i s t a n c e .
A n  ink  h a s  to  do a c e r t a i n  job fo r  a c e r t a i n  m a c h in e  c ap a b le  of 
a c e r t a in  p e r f o r m a n c e .  T he  m a ch in e  a t  one end r e c e i v e s  the  
p a c k a g in g  m a t e r i a l s ,  an d  f r o m  the  o th e r  p ro d u c e s  the p a c k s .  The 
i n t e r m e d i a t e  p ro d u c t  i s  the ink , and R e d c l i f f  a r e  c o n s ta n t ly  
p r e s s u r i s e d  to  p ro d u c e  inks  to  m e e t  the  c u s t o m e r ’s, the  m a c h i n e ’s , 
and  the  p a ck in g  r e q u i r e m e n t s .
T h e  UK E c o n o m ic  P e r f o r m a n c e  cind th e  C o m p a n y : - 
P r i n t e r s  do n o t  b u i ld  up s to c k s ,  so the  co m p an y  h a s  to  b e  r e a d y  
fo r  s m a l l ,  q u ic k  o r d e r s .  T h e y  a lw ay s  h av e  s p a r e  c a p a c i ty ,  and  
in e f f ic ie n t  w o rk in g ,  as  th e y  h av e  to sw i tc h  p ro d u c t io n  l in e s  to 
new  o r d e r s .  T h e y  w il l  do th is  to m a in ta in  c u s t o m e r s ,  e s p e c ia l l y  
i f  the  o r d e r  c o m e s  f r o m  a f i r s t - t i m e  c u s to m e r  w ho is  g iven  b e t t e r  
s e r v i c e  th an  a r e g u l a r  o n e .
80% o f  the  o r d e r s  they  r e c e iv e d  a r e  f o r  c o m p le t io n  in  a  v e r y  s h o r t  
t im e ,  tw o o r  t h r e e  d a y s .  T h a t  is  d i f f e r e n t  to a p r i n t e r  who can  
o r d e r  p a p e r  fo r  five  o r  s ix  m o n th s  ah ead , and  s e t  h is  p la n s  
a c c o r d in g ly .  T h e  c o m p a n y ’s w o rk  i s  no t  p la n n e d  b e c a u s e  t h e i r  
c o m p e t i to r s  d ic ta te  t h e i r  a c t i v i t i e s  (they a r e  n o t  the  m a r k e t  l e a d e r s )  
A p r i n t e r  in  B r i s t o l  can r in g  the co m p an y  and a s k  th e m  fo r  a 
c e r t a i n  type of ink , i f  the  co m p an y  can  n o t  su p p ly  th is  ink , he  w i l l  
go to  o th e r  s u p p l i e r s .
T r e n d  in  g ro w th  of the  s a l e s  in  the l a s t  5 y e a r s :- T h e  m a r k e t  
w a s  q u ie t  u n t i l  the  e n e rg y  c r i s i s  a n d  the r e c e s s i o n  c a m e  a b o u t .
T he  g e n e r a l  t r a d e  r e c e s s i o n  s lo w ed  th e i r  s a l e s  g ro w th  r a t e  
c o n s id e ra b ly .
T he  E x p o r t  s i tu a t io n : - T hey  so ld  a  l a r g e  q u a n t i ty  of inks  to 
G hana and  N ig e r i a ,  T h i s  w a s  b e c a u s e  one of t h e i r  s i s t e r  c o m p a n ie s
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so ld  r e p r i n t e d  p r o d u c ts  to th e m , a n d  the  c u s to m e r s  w a n ted  the 
in k  to  do the  p r in t in g  t h e m s e lv e s .
T h e  g ro u p  h a s  done b e t t e r  th an  th e  co m p an y  in  the E E C .  T he  
co m p an y  so ld  to  G e r m a n y  la c q u e r  fo r  d e c o r a t io n  a s  th ey  a r e  
s u p e r io r  in  th i s  p ro d u c t .
T h e  C o m p an y  and  the C o m m o n  M a r k e t
T h e  c o m p an y  have  n o t done an y th in g  y e t  to  a p p ro a c h  th e  co m m o n  
m a r k e t ,  e x c e p t  a v i s i t  m a d e  by  th e i r  M .D .  an d  s a le s  r e p r e s e n t a t i v e  
to  som e c o u n t r ie s  of the E E C .  In H o llan d  th ey  a p p ro a c h e d  s e v e r a l  
b u s i n e s s e s  o ffe r in g  the  c o m p a n y ’s gOods and  s e r v i c e s .  I n t e r e s t  
w a s  show n, b u t  o r d e r s  n e v e r  m a t e r i a l i s e d  in  s p i te  of the  fo l lo w  
up p u r s u e d  by com pany  m an y  t i m e s .
R e d c l i f f  ink do th in k  abou t the new  m a r k e t ,  b u t  t h e r e  a r e  s e v e r a l  
key  f a c t o r s  a f fe c t in g  w h a t  th e y  do .
F o r  the  t im e  b e in g ,  th ey  d e c id e d  to c o n c e n t r a te  on the  UK m a r k e t ,  
to  get th in g s  r i g h t  t h e r e  b e fo re  go ing  in to  the  C o m m o n  M a r k e t .
F a c t o r s  w o rk in g  a g a in s t  the  C o m p an y  in the  E E C  M a r k e t  
T h e  G e r m a n s ,  w ith  t h e i r  a d v a n ta g e o u s  g e o g r a p h ic a l  lo c a t io n  
c o m p a r e d  w ith  th a t  of B r i t a i n ,  a l lo w  th e m  to  g e t  the  goods  to the  
b u y e r s  q u ic k e r  th an  R e d c l i f f .
T r a n s p o r t a t i o n  an d  i t s  c o s t  is  one of the  b a r r i e r s  p re v e n t in g  the  
c o m p an y  f r o m  a p p ro a c h in g ,  and  c o m p e t in g  in  the  C o m m o n  M a r k e t .  
A n o th e r  f a c to r  i s  th e i r  l im i t e d  c a p a c i ty ,  w h ich  is  not p r e p a r e d  to 
m e e t  the a n t ic ip a te d  new  d e m a n d  f r o m  the  C o m m o n  M a r k e t ,
T h e  c o m p a n y 's  p r o d u c t s  a l s o  have  a d i s a d v a n ta g e o u s  f a c to r ,  
b e c a u s e  the G e r m a n s  c o m p e te  w ith  th e m , in  th is  c o u n try  a s  w e l l ,  
in  the " b a s e  in k " .  T h is  is  an e x p en s iv e  ink , and  t h e r e f o r e ,  by 
v i r t u e  of the  c o s t s ,  g iv e s  a l a r g e r  m a r g in  to m a n ip u la te .  T h e  
G e r m a n  p r o d u c t  i s  a  lo n g e r  ru n ,  and  h a s  the  a d v a n ta g e s  of the  
e c o n o m ie s  of s c a le  and  m a s s  p ro d u c t io n .  T h e  G e r m a n s  t r a d e  in 
th i s  c o u n try  w ith  the b ig  p r i n t e r s ,  who n e e d  th i s  e x p e n s iv e  ink  
(about £ 5 - 6  p e r  kilo) T h is  g ives  th e m  a good m a r g in  to sw a llo w  
the c o s t  of the  t r a n s p o r t a t i o n ,  a l s o  th is  in k  i s  n o n - h a z a r d o u s ,  i t
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can  be  m o v ed  e a s i ly  and  f r e e ly .  S p i r i t  in k s ,  l ik e  the  c o m p a n y 's  
p ro d u c t ,  a r e  h ig h ly  in f l a m  ab le  and  should  be  t r e a t e d  as a  h a z a r d ,  
m a k in g  the  t r a n s p o r t a t i o n  p r o b le m  m o re  d i f f icu l t .  O c c a s io n a l ly  
the  co m p an y  d o es  n o t  f ind  the t r a n s p o r t a t i o n  m e a n s  p r e p a r e d  to  
a c c e p t  su ch  r i s k s .
A n o th e r  f a c to r  w h ich  g iv e s  th e  G e r m a n s  a  foo th o ld  in  B r i t a i n  i s  
th a t  th ey  p ro v id e  m a c h in e s  to  m ake  the p a c k s ,  and th ey  p ro m o te  
w ith  th e m  th e i r  inks  w hich  a r e  e a s i ly  a c c e p te d .
T h e  le n g th  of t im e  B r i t a i n  h a s  b e e n  in E u r o p e ,  c o m p a r e d  w ith  
how long the G e r m a n s  h av e  b e e n  t h e r e ,  i s  a g a in s t  the  c o m p a n y .  
B r i t a i n  c a m e  in  a t  a t im e  w hen  G e r m a n y  w as  w ith o u t  c o m p e t i t io n .  
G e r m a n y  h ad  m u c h  m o r e  fa v o u ra b le  t e r m s  on w h ich  they  
c o m p e te d ,  e s p e c ia l l y  in  th e  p r e - e n t r y  c o n d i t io n s ,  the  d u t ie s ,
VAT th a t  p u t  up  the  c o m p a n y 's  p r i c e s ,  **and a l l  the  r e s t  of itl* So 
the  co m p an y  f e e l s  th a t  i t  w a s  b e a te n  b e f o r e  th ey  s t a r t e d .
T h e  co m p an y  w a s  a s k e d  if  th ey  h a d  any p r a c t i c a l  p o l ic y  to s t a r t  
w o rk in g  in the  E E C .
T h e  a n s w e r  w a s  the  C o m m o n  M a r k e t  ' i s  j u s t  n ew s  in  the  p a p e r s ' ,  
b u t  th e  b o a r d  m ay  have  s o m e  though ts  ab o u t  i t .
S o u r c e s  of C o m p e t i t io n  in  the E E C  M a r k e t
In the C o m m o n  M a r k e t ,  th e  m a in  c o m p e t i t o r s  of the  c o m p an y  a re  
the  G e r m a n s .  T hey c o m p e te  in  B r i t a in  a s  w e l l ,  w h e r e  t h e i r  s h a r e  
of the m a r k e t  i s  a ro u n d  10%,
S h a re  of the  M a r k e t
T h e  c o m p a n y 's  s h a r e  of th e  m a r k e t  is  n o t  s p e c i f ie d ,  b e c a u s e  the 
only m a r k e t  s u r v e y  h a s  b e en  done m o r e  th a n  7 y e a r s  ago . T h e r e  
a r e  a l s o  s t a t i s t i c a l  d i f f ic u l t i e s  in v a lu a t io n .
T h e  e x p e r ie n c e  th ey  ga in ed  f r o m  d e a l in g  w ith  the  E E C  
T h ey  have  n o t  ga ined  any  e x p e r i e n c e  f r o m  d e a l in g  w ith  W .G .  The 
e x p e r ie n c e  they  g a in ed  f r o m  th e i r  d e a l e r s  in S. W a le s  is  m uch  
m o r e  im p o r ta n t .
8 .
C e r ta in ly  th ey  d i s c o v e r e d  n a t io n a l i s t i c  f e e l in g s  in  H o lland , b u t  
th ey  d id n ' t  l e a r n  to  c o u n te r  t h e s e .
L ook ing  A head
W hat a r e  th e  a c t iv i t i e s  the co m p an y  w il l  b e  in v o lv e d  in?
T h i s  i s  v e r y  d if f icu l t  to  a s s e s s  b e c a u s e  they  a r e  n o t  the  m a r k e t  
l e a d e r s .  T h e y  c o m p e te  w ith in  th e  m a r k e t ,  and  th e y  hope to m a in ta in  
t h e i r  s h a r e  of the b u s i n e s s .  T h e y  w ou ld  n e e d  a  " c r y s t a l  b a l l "  to 
s ee  if the m a r k e t  w i l l  b e  a s  good a s  e x p e c te d .
T h e r e  a r e  p la n s  of c o u r s e ,  s p e c u la t io n  i s  th a t  t h e r e  m a y  be  a 
new  p a c k a g in g  m a t e r i a l ,  o r  new  in s u la t in g  m e th o d s .  H ow ev er  
the  a t t i tu d e  of th e i r  c o m p e t i to r s  w i l l  d ic ta te  fo r  th e m  th e i r  own 
a c t i v i t i e s .
A n o th e r  r e l a t e d  p o in t  i s  th a t  d u r in g  the  l a s t  two y e a r s  t h e r e  h a s  • 
b e e n  m a r k e d  ch an g e s  in  th e  m a t e r i a l s  th e y  a r e  u s in g ,  due to  
c u s t o m e r ' s  r e q u i r e m e n t s  w h ich  c a l l  fo r  in k s  w ith  d i f f e r e n t  
q u a l i t i e s  to  th o se  u s e d  b e f o r e .  T he  co m p an y  c o n s id e r s  th a t  p r o o f  
th a t  th ey  a d a p t  th e i r  p ro d u c t io n  a c c o r d in g  to the  m a r k e t  r e q u i r e ­
m e n t  (e. g. the ch an g e s  of the p a c k a g in g  of fo o d , aw ay  f r o m  p a p e r  
to p o ly th en e ) .  The ch an g e s  a r e  h ap p en in g  v e r y  f r e q u e n t ly ,  in  a 
s h o r t  p e r io d  of t im e .
T h e  u s e r s  d ec id e  fo r  th e  c o m p an y  w h ich  w ay  i t  w i l l  go.
A PPENDIX I : L is t  of f irm s  in te rv iew ed  a s
C ast S tu d ies  and th e i r  r e f e re n c e  
num bers u sed  in the  ta b le s  in 
C h ap te rs  V, VI and  VIII,
(i)
Company Ref* N o,
R o lls -R o y c e  (1971 ) Ltd*
B r is to l  Engine D ivision
R eed  Group ’’P a p e r  D iv is ion” 
R eed  P a p e r  and  B oard  (UK) Ltd,
Dexion-Comino In te rn a tio n a l  L td .  3
S K F  (UK) Ltd* 4
W orth ington-Sim pson L td . 5
M ars Ltd* 6
The A sso c ia ted  Octel Co* L td .  7
D .R .G .  F lex ib le  Packag ing  8
Com pair In d u s tr ia l  Ltd* 9
Ranco C on tro ls  10
In te rn a tio n a l  R e c t i f ie r  11
Jam es  C la rk  & E aton  Ltd* 1 2
F e ro d o  Ltd* 1 3
Bendix W estinghouse Ltd. 14
Foden  L td .  1 5
(ii)
Company R ef .  No,
CAM G e a rs  Ltd. (Hitchin) 16
The GALA Cosmetic Group 17
P a so ld s  L td . 18
T oota l ’’F a b r ic s  D iv is ion” 1 9
Welton Bags Co. Ltd. 20
Redcliff Inks 21
